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EXECUTIVE SUMMARY 
FAR WEST WATER & SEWER COMPANY, INC. 

DOCKET NO. WS-03478A-12-0307 

Fa- West states that its rate base has increased from $1,549,650 in its prior rate case, 
which used a 2004 test year, to $22,800,578 using a 201 1 test year in this proceeding. In its 
application, the Company indicates that it incurred an adjusted test year operating loss of 
!$1,187,8 12 resulting in a negative rate of return. 

The Company proposes a revenue increase of $3,866,046 or 173.52 percent over the 
Company proposed test year revenues of $2,227,982 to $6,094,028. The Company proposed 
revenue increase would produce an operating income of $1,689,390 for a 7.41 percent rate of 
return on an original cost rate base (“OCRB”) of $22,800,578. Staff recommends a revenue 
increase of $3,293,186 or 147.81 percent over the test year revenues of $2,227,982 to 
$5,521,168. The Staff recommended revenue increase would produce an operating income 
of $1,422,248 for a 7.40 percent rate of return on a Staff adjusted OCRB of $19,219,563. 
The Company proposes to use OCRB as its fair value rate base. 

I address the specific issues listed below that are discussed in the rebuttal testimony 
of Cornpmy witness. I also sponsor the attached schedules. 

1. 

2. 

3. 

4. 

5.  

6. 

7. 

Zenon Temporarv Plant - Staff disagrees with the Company’s rebuttal position 
that this should be accepted as post-test year plant. 
Las Barrancas #1 - Staff accepts the Company’s position to correct the valuation 
of the plant disallowance of associated Advances in Aid of Construction 
adjustment disallowance. 
Allowance for Funds Used During Construction V‘AFUDC”) Disallowance - 
Staff disagrees with the Company’s rebuttal position to reduce the AFUDC 
disallowance by $436,809 from $1,438,746 to $1,001,937, or $436,809 which is 
one-half of the interest disallowance recommended by Staff in its Direct 
Testimony. 
Interest Disallowance - Staff continues to recommend a disallowance of 
$873,673. 
Capestro ManaPement Fees - Staff disagrees with the Company’s rebuttal 
position to reduce the net effect of Capestro Management Fees by one half from 
$196,573 to $98,288. 
Working Cauital - Staff agrees with the Company’s position that interest 
payments are made monthly and accepts the Company’s rebuttal positions of 
17.5322 lag days for its interest expense and 37.8750 lag days for income tax 
expense. Staff has adjusted its cash working capital calculation accordingly. 
Competitive Bidding: and Affiliate Transactions - Staff is awaiting the response to 
Staff data request GB 11.1 and 11.2 which deals with competitive bidding 
including work performed by affiliated parties and the support for certain long 
term construction contracts. Staff is awaiting the Company’s response to this data 
request and will file supplemental testimony to discuss results of its review of the 
response to that data request. 
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INTRODUCTION 

Q. 

A. 

Please state your name, occupation, and business address. 

My name is Gerald Becker. I am an Executive Consultant 111 employed by the Anzona 

Corporation Commission (“Commission”) in the Utilities Division (“Staff”). My business 

address is 1200 West ‘Washington Street, Phoenix, Arizona 85007. 

Q. Are you the same Gerald Becker who previously submitted Direct Testimony in this 

case? 

A. Yes,Iam. 

PURPOSE OF SURREBUTTAL TESTIMONY 

Q. 
A. 

Q. 

A. 

What is the purpose of your Surrebuttal Testimony in this proceeding? 

‘The purpose of my Surrebuttal Testimony in this proceeding is to respond, on behalf of 

Staff, to the Rebuttal Testimonies of Mr. Ray Jones, who represents Far West Water & 

Sewer, Inc. Sewer Division - (“Far West” or “Company”). 

Do you attempt to address every issue raised by the Company in its Rebuttal 

Testimony? 

No. I limit my discussion to certain issues as outlined below. My silence on any 

particular issue raised in the Company’s Rebuttal Testimony does not indicate that Staff 

agrees with the Company’s stated Rebuttal position on the issue. I rely on my Direct 

Testimony unless modified by this Surrebuttal Testimony. 
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SUMMARY OF RECOMMENDED REVENUES 

Q* 
A. 

Q* 

A. 

Q. 

A. 

Please summarize Staffs recommended revenue. 

Staff recommends a revenue increase of $3,293,186 or 147.81 percent increase over test 

year revenue of $2,227,982. The total annual revenue of $5,521,168 produces an 

operating income of $1,422,248 or a 7.40 percent rate of return on an original cost rate 

base of $19,219,569. 

Has the weighted average cost of capital (CCWACC”) used to develop the revenue 

requirement in Staffs Direct Testimony changed from the WACC in Staffs 

Surrebuttal Testimony? 

No. 

February 13,2013, or 7.40 percent. 

Staffs recommended WACC is the same as in my Direct Testimony filed on 

How does Staffs recommended revenue compare to the recommended revenue in 

Staffs Direct Testimony? 

Staffs recommended revenue has decreased by $58,236, fkom $5,579,404 in its Direct 

Testimony to $5,521,168 in its Surrebuttal Testimony due to various adjustments 

discussed herein. 

RATE BASE 

Q. Please summarize Staffs adjustments to the Company’s rate base shown on 

Surrebuttal Schedule GWB-3. 

Staff recommends a reduction of $3,581,009 to rate base from $22,800,578 proposed by 

the Company in its application to $19,219,569, as recommended by Staff. 

A. 
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Rate Base Adjustment Nu. 1 - Zenon Plant at Seasons 

Q* 

A. 

Q* 
A. 

Q* 
A. 

Did Staff review the Company’s Rebuttal Testimony regarding the Zenon Plant at 

Seasons? 

Yes. 

Does Staff agree with the Company? 

No. According to the Company, this plant is still not returned to service. 

What is Staffs recommendation for the Zenon Plant at Seasons? 

Staff continues to recommend the removal of $1,060,096 for account 380, Treatment and 

Disposal Equipment, as shown in Surrebuttal Schedules GWB-4 and GWB-5. On 

Surrebuttal Schedule GWB-5, Staff also estimates that the accumulated depreciation 

recorded on this item since being placed in service on September 30, 2006, is $291,526. 

The adjustment to decrease accumulated depreciation is shown in Col [B], line 34, of 

Surrebuttal Schedule GWB-4 

Rate Base Adjustment No. 2 - Removal of Plant at Las Barrancas #1 

Q. 

A. 

Q. 
A. 

Did Staff review the Company’s Rebuttal Testimony concerning Plant at Las 

Barrancas No. l? 

Yes. 

Does Staff agree? 

Yes. Staff agrees with the Company’s valuation of the plant, adjustment to Accumulated 

Depreciation, and Advances in Aid of Construction (“AIAC”). 
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Q. What is Staff‘s recommendation? 

A. Staff recommends the removal of $622,519 for account 360, Collections Sewers - Force, a 

reduction of $68,477 to Accumulated Depreciation, and a reduction to AIAC of $622,519, 

as shown in Surrebuttal Schedules GWB-4 and GWB-5. The adjustment to decrease 

accumulated depreciation is shown in Col [C], line 34, of Surrebuttal Schedule GWI3-4. 

Rate Base Adjustment No. 3 - Disallowance of Allowance for Funds Used During 

Construction (L‘AFUDC”) Included In Utility Plant in Service (“UPIS”) 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Did Staff review the Company’s Rebuttal Testimony concerning the adjustment to 

AFUDC? 

Yes. 

Does Staff agree? 

NO. 

What is Staffs recommendation? 

Staff continues to recommend the disallowance of AFUDC recorded after April 30, 2009, 

or $1,473,172, consistent with its recommendation in its Direct Testimony. Staff also 

continues to recommend an adjustment to Accumulated Depreciation since the excessive 

AFUDC amounts were included in UPIS closed during 201 1 and subject to depreciation 

using a half year convention. Staff also recommends a decrease of $34,426 to 

Accumulated Depreciation for the depreciation expense recorded on the excess AFUDC 

amounts, as shown in Surrebuttal Schedules GWB-4 and GWB-7. 



1 

3 
A 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

15 

18 

19 

20 

21 

22 

23 

24 

Surrebuttal Testimony Gerald Becker 
Docket No. W-03478A-12-0307 
Page 5 

Rate Base Adjustment No. 4 -Disallowance of Late Fees Included In UPIS 

Q* 

A. 

Q* 
A. 

Q. 
A. 

Did Staf€ review the Company’s Rebuttal Testimony concerning the adjustment to 

late fees included in UPIS? 

Yes. 

Does Staff agree? 

No. 

What is Staffs recommendation? 

Staff continues to recommends the disallowance of $896,462 of capitalized late fees in the 

Company’s UPIS balances, as shown in Surrebuttal Schedules GWB-4 and GWB-8A. 

Since the capitalized late fee amounts were included in UPIS closed during 2011 and 

subject to depreciation using a half year convention, Staff also recommends a decrease of 

$22,789 to Accumulated Depreciation for the depreciation expense recorded on the 

capitalized late fees, as shown in Surrebuttal Schedules GWB-4 and GWB-8A. 

Rate Base Adjustment No. 5 - Disallowance of Legal and Other Fees Included In UPIS 

Q- 

A. 

Q. 
A. 

i 

Did Staff review the Company’s rebuttal testimony concerning the adjustment to 

legal and other fees included in UPIS? 

Yes. 

Does Staff agree? 

No. 
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Q. 
A. 

What is StaWs recommendation? 

Staff continues to recommend the disallowance of $168,193 of capitalized legal and other 

expenses in the Company’s UPiS balances, as shown in Surrebuttal Schedules GWB-4 

and GWB-8B. 

Since the capitalized legal and other expense amounts were included in UPIS closed 

during 2011 and subject to depreciation using a half year convention, Staff also 

recommends a decrease of $4,270 to Accumulated Depreciation for the depreciation 

expense recorded on the capitalized legal and other expenses, as shown in Surrebuttal 

Schedules GWB-4 and GWB-8B. 

Rate Base Adjustment No. 6 -Disallowance of Management Fees Paid to Andy Capestro and 

Included In UPIS 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Did Staff review the Company’s Rebuttal Testimony concerning the adjustment to 

management fees paid to Andy Capestro and included in UPIS? 

Yes. 

Does Staff agree? 

No. 

What is Staff’s recommendation? 

Staff continues to recommend the disallowance of $201,562 of capitalized construction 

management fees in the Company’s UPIS balances, as shown in Surrebuttal Schedules 

GWB-4 and GWB-8C. 
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Since the capitalized construction management fee amounts were included in UPIS closed 

during 2011 and subject to depreciation using a half year convention, Staff also 

recommends a decrease of $4,989 to Accumulated Depreciation for the depreciation 

expense recorded on the capitalized construction management fees, as shown in 

Surrebuttal Schedules GWB-4 and GWB-8C. 

Rate Base Adjustment No. 7 -Working Capital 

Q. 

A. 

Q* 
A. 

Q. 
A. 

Did Staff review the Company’s Rebuttal Testimony concerning the adjustment to 

working capital? 

Yes. 

Does Staff agree? 

Yes. Staff adopts the Company’s rebuttal position concerning the number of lag days for 

interest expense and income tax expense of 17.5322 and 37.8750 days, respectively. 

What is Staffs recommendation for the overall adjustment to working capital? 

The above changes are reflected on Surrebuttal Schedule GWB-9 which provides the 

calculations of Staffs recommended cash working capital. Staff recommends a reduction 

to working capital of $134,230 from $1,653,938 to $1,445,938 as shown on Surrebuttal 

Schedules GWB-4 and GWB-9. 

Quality of Service and Other Statues 

Q. Did Decision No. 72594 in Docket No. WS-03478A-08-0256 require Staff to formulate 

and include certain recommendations in this proceeding? 

A. Yes. Decision No. 72594 ordered: 
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IT IS FURTHER ORDERED that Staff shall, as part of Far West Water and 
Sewer, Inc.’s next rate case, investigate and formulate a recommendation 
about whether Far West Water and Sewer, Inc. has violated the A.R.S. 40- 
361(B) and any other applicable statute or Commission rule. 

Q. 
A. 

Q* 

A. 

Did Staff review the Company’s compliance with ARS 40-361@) and other statutes? 

As discussed more fully in the testimony of the Staff engineer, Far West is not in 

compliance with ADEQ. As discussed in Staffs Direct Testimony, Staff recommends 

that any rates approved in this proceeding not be implemented until the Company is in 

compliance with ADEQ. 

Is Staff aware of any other instances in which the Company may not be in 

compliance other statutes? 

No. However, Staff notes that Far West has incurred long term debt without obtaining 

Commission approval in advance as required by A R S  40-301 and ARS 40-302, as 

discussed more fully in the Direct Testimony of John Cassidy. However, the Company 

filed a Request for Declaratory Ruling in Docket No. WS-03478A-12-0085 on March 5, 

2012, and this case is pending. Based on this, Staff considers the Company to be in 

compliance on this matter. 

Affiliate Transactions 

Q- 
A. 

Has Staff performed additional review of affiliate transactions? 

On March 20, 2013, Staff issued data request GB 11.1 and 11.2 which seeks information 

regarding transactions with affiliated parties and the degree to which competitive bidding 

procedures were applied when the Company constructed improvements to its system. 

However, the Company’s response to this data request was not received in time for Staff 

to analyze the responses therein. Staff will include Supplemental Surrebuttal Testimony 
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with its rate design testimony by April 3, 2013, to address these issues. Staff may revise 

its position as appropriate. 

Q- 
A. 

Does this conclude your Surrebuttal Testimony? 

Yes, it does. 
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REVENUE REQUIREMENT 

LINE 
- NO. DESCRIPTION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Adjusted Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 I L1) 

Required Rate of Return 

Required Operating Income (L4 L1) 

Operating Income Deficiency (L5 - L2) 

Gross Revenue Conversion Factor 

Required Revenue Increase (L7 L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Increase in Revenue (%) 

Rate of Return on Common EquQ (%) 

(4 

COST 

$ 22,800.578 

$ (1,187,812) 

COMPANY 
ORIGINAL 

-5.21% 

7.41% 

$ 1,689,390 

$ 2,877,202 

1.3437 

$ 3,866,046 

$ 2,227,982 

$ 6,094,028 

173.52% 

10.00% 

References: 
Column [A]: Company Schedule A-1 
Column (B): Company Schedule A-1 
Column (C): Company Schedules A-1, A-2,8 Pi 
Column (C): Staff Schedules GWB-2, GWB-3. and GWB-10 

(B )  
COMPANY 

FAIR 
VALUE 

$ 22,800,578 

$ (1,187.812) 

-5.21% 

7.41% 

$ 1,689,390 

$ 2,877,202 

1.3437 

$ 3,866,046 

$ 2,227.982 

$ 6,094,028 

173.52% 

10.00% 

(C) 

COST 

STAFF 
ORIGINAL 

$ 19,219.569 

$ (560,157) 

-2.91 % 

7.40% 

$ 1,422,248 

$ 1,982,405 

1.6612 

I $ 3,293,186 1 
$ 2,227,982 

$ 5,521.168 

147.81% 

Schedule GWB-1 
SURREBUTTAL 

(D) 
STAFF 
FAIR 

VALUE 

$ 19,219.569 

$ (560,157) 

-2.91% 

7.40% 

$ 1,422,248 

$ 1,982,405 

1.6612 

I $ 3,293,186 1 
$ 2,227.982 

$ 5,521,168 

147.81% 
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Schedule GWB-2 
SURREBUTTAL 

LINE 
KL 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

18 
19 
20 
21 
22 
23 

24 
25 
26 

27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 

38 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

50 

51 
52 
53 

GROSS REMNUE CONVERSION FACTOR 

(AI 
DESCRIPTION 

G G  
Revenue 
Uncolleable Factor (Line 11) 
Revenues (L1 - L2) 
Combined Federal and State lnoome Tax and Propetty Tax Rate (line 23) 

Revenue Convenrlon Factor (L1 l L5) 
Subtotal (L3 - L4) 

UnNy 
Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8 ) 
Uncollectible Rate 
Uncollectible Factor (L9 L10) 

p 
Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 

Applicable Federal lnmme Tax Rate (tine 44) 
Effective Federal lnmme Tax Rate (L14 x L15) 
Combined Federal and State Income Tax Rate (Ll3 +L16) 

Calculation of Efidive Pmmdv Tax Factor 
unity 
Combined Federal and State Imme Tax Rate (L17) 
One Minus Combined Income Tax Rate ILlB-LlQ) 

Federal TaXeMe IlEOIne (L12 - L13) 

tOO.MX)O% 
38.5989% 
61.401 1% 
0.5800% 

0.3561% 

100.0000% 
6.9660% 

93.03 
34.00 

100.0000% 
38.5989% 
61.4011% 

1.3808% Property Tax Fedor (GWB-17, L24) 
Effective Property Tax Factor (UO'L21) 
Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 

0.8478% 
39.4467% 

Required Operating lnmme (Schedule GWB-1, Line 5) $ 1,422,248 
AdjustedTest Year Operating Income (Loss) (Schedule GWB-10, Line 42) (560.1 57) 
Required Increase in Operating lnmme (L24 - L25) $ 1,982,405 

Income Taxes on Recommended Revenue (Cd. (F), L52) $ 253,724 
Income Taxes on Test Year Revenue (Col. (C), L52) $ (992,485) 
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

$ 

$ 1.248.209 

Required Revenue Increase (Schedule GWB-1, Line 8) 
Unmllectible Rate (Line 10) 
Uncollectible Expense on Recommended Revenue (L30 L31) 
Adjusted Test Year Uncollectible Expense 
Required Increase in Revenue to Provide for Uncollectible Exp. 

$ 3,293,186 
0.5800% 

$ 19,100 
$ 

$ 19,100 

Property Tax with Recommended Revenue (GWB-18, Line 20) $ 141.200 
Pmperty Tax on Test Year Revenue (6-18, Col A, L17) 8 95.728 
Increase in Proparty Tax Due to Increase in Revenue (L35L36) $ 45,472 

Total Required Increase in Revenue (L26 + L29 + L34+ L37) 

Cahlation of lncome Tax: 
Revenue (sch GWBB. Col.(C) L5. GWB-1, Col. (D). LB) 
Operating Expenses Excluding Income Taxes 
Synchronized Interest (L52) 

Arizona State Income Tax Rate 
Arizona Income Tax (L42 x L43) 
Federal Taxable lnmme (L42 - L44) 
Federal Tax 
Total Federal Income Tax 
Combined Federal and State Income Tax (L43 + L47) 

Effective Tax Rate 

Calculation of interest Svnchronization: 
Rate Base (Schedule GWB-3, Col. (C), Line 18) 
Weighted Average Cost of Debt 
Synchronized IntereSt (L50 X L51) 

Arizona Taxable IncMne (L39 - L40 - L41) 

Test Year I 
I: I i 1;018;637 1 

(2,571,279) 
6.9660% 
(179,167) 

813,318 
992.485 

$ 3,293,186 

(B) 

Recommended 

3,845,186 

6.9680% 

61 1.532 
207.921 

19.219,569 



Far West Water & Sewer, Inc., Sewer Division 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

Schedule GWB-3 
SURREBUTTAL 

RATE BASE - ORIGINAL COST 

LINE 

(A) (B) (C) 
COMPANY STAFF 

AS STAFF AS 
- NO. 

1 
2 
3 

4 
5 
6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

FILED ADJUSTMENTS ADJUSTED 

$ 37,751,132 $ 33,329,128 
4.519.256 

Plant in Service 
Less: Accumulated Depreciation 
Net Plant in Service 

LESS: 

Contributions in Aid of Construction (CIAC) 
Less: Accumulated Amortization 

Net CIAC 

Advances in Aid of Construction (AIAC) 

Imputed Reg AIAC 

Imputed Reg CIAC 

Accumulated Deferred Income Tax Credits 

Customer Meter Deposits 

ADD: 
Accumulated Deferred Income Tax Debits 

Cash Working Capital 

4,945,733 (426,477) 
$ 32,805,399 $ (3,995,527) 

.,- 
$ 28,809,872 

$ 1,726,854 $ 1,726,854 
909,423 
817,431 

909,423 
817,431 

10,814,970 10,192,451 

- 
- 

26,359 

- 
26,359 

1,653,938 (208,001) 

Prepayments 

Supplies Inventory 

Projected Capital Expenditures - 

Deferred Debits - 
Purchase Wastewater Treatment Charges - 

$ 19,219,569 Original Cost Rate Base $ 22,800,578 $ (3,581,009) 

References: 
Column (A), Company Schedule B-2 
Column (6): Schedule GWB-4 
Column (C): Column (A) + Column (B) 



SUMMARY OF ORKWAL COST RATE BASE ADJUSTMENTS 

LINE 
CIP, 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
3s 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
48 
50 
51 
52 
53 
54 
55 

m 

w 
COMPANY 
AaE!!m 

s 
3.078 

1.413.437 
2.477.482 
68393 

3.5M.328 
8.727.577 

173.621 
32.w 
16,883 

2,310 
74227 

1.395.838 

17.685.412 (l.ffiO.W3) 
623.671 

1.805 
394.141 
254.572 

11,356 
271.810 

27.069 
17.418 

181.667 
17.191 

136.351 
238.828 

37,751,132 (1.060,096) 

(157.878) (114.449) (21.911) 
@.=4 (14) 

(622.519) (223.711) (5243) 

(622,519) 

(1 54) 

(1,473,172) 

IW 10 
W M n Q  

Aa)W STAFF 
o w & S  ADJVSTED 

s - s  
3.076 

1.413.437 
2.162.399 

62268 
2627,696 
8.727.577 

173,621 
32.468 
16.683 

2,097 
61 295 

1.285.833 

14.733.833 
521201 

1,480 
348.997 
254233 
10,808 

271.810 

27.068 
17.418 

181.667 
16.886 

138,351 
238.828 

33,329,128 

4.945.733 (291,526) (68,477) (34.426) (22.78s) (4,270) (4.989) 4,519,256 
S 32,805,399 S (768.570) 5 (554,042) S 11,438,746) S (873.673L $(lE3.Q23l t (198.573) I 28.809.872 

S 1.726.854 
909.423 
617.431 

10,814,870 

s - s  s 1,726,854 
8oB.423 
817.431 

(622.519) 10,192,451 

26.359 26.359 

1,653,938 

S 72,800.578 S (768.570) 0 66,477 S (1,438,7461 S (873,8731 f (163.923) S (198,573) S (208, W1) t 19,219.569 



Far West Water 8 Sewer, Inc., Sewer Division 

Test Year Ended December 31,2011 
Docket NO. WSQ3478A-124307 Schedule GWB-5 

SURREBUlTAL 

RATE BASE ADJUSTMENT #l ZENON TEMPORARY PLANT 

[AI PI [CI 
COMPANY STAFF 

LINE ACCT AS STAFF AS 
M.L r?e Desaiotion ADJUSTMENTS ADJUSTED 
I 380 1,060,096 (l,oSO,O96) 

References: 
Column [A] : Amount rreflected in Acct 380, Treatment and Disposal Equipment 
Column [B] , Col [C] less cd [A] 
Column [C] , Per testimony GWB 



Far West Water & Sewer, inc., Sewer Division 

Test Year Ended December 31,2011 
Docket NO. WSQ3478A-124307 

RATE BASE ADJUSTMENT #2 LAS BARRANCAS #l 

LiNE ACCT rn - NO. DWriDtfOn 
1 380 

2 AlAC 

3 Accumulated Depreciation 

[AI PI 
COMPANY 

AS STAFF 

622,519 (622.51 9) 
ADJVSTMENlS 

622,519 (622,519) 

68,477 (68,477) 

References, 
Wumn [A] : line 1, amount refled& in Acct 380. Treatment and Disposal Equipment 
Column [A] : line 2, amount mWed in total AlAC balance 
Column PI , W [C] less Col [A] 
Cdumn IC], Per testimony GWB 

Schedule G W W  
SURREBUTTAL 

[CI 
STAFF 

AS 
ADJUSTED 
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. Far West Water 8 Sewer, Inc., Sewer Divlsion 
Docket No. WSO3476A-124307 
Test Year Ended December 31,2011 

RATE BASE ADJUSTMENT #7 WORKING CAPITAL 

tine 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
28 
29 
30 
31 
32 
33 
34 
35 

- 
OPERATING EXPENSES 

Salaries and Wages 
Group Insurance 
Sludge Removal 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Contractural Sewices 
Rent - Buildings 
Rent - Equipment 
Transportation Expense 
Insurance 
Depreciation & Amortization 
Other Operating Expenses 

Taxes Other than Income 
Property Taxes 
Income Tax 
Interest 

TAXES 

WORKING CASH REQUIREMENT 

Cash Working Capital, per Above 
Material and Supplies Inventories 
Working Funds and Special Deposits 
Prepayments 
Total Working Capital Allowance, Per Company 

Schedule GWB-9 
SURREBUTTAL 

Cash 
Test Year Working 
Adjusted Revenue Expense Net Lead / Lag Capital 
Amount Lag Days Lag Days Lag Days Factor Required 

$ 878,824 
27,421 
55,247 

342,364 
219,910 
181,981 
225,961 
20,669 
45,758 

129,723 
62,877 

63,120 

76,451 
141,200 
253.724 

1,018,637 

45.5768 

45.5768 
45.5768 
45.5768 
45.5768 
45.5768 
45.5768 
45.5768 
45.5768 

45.5768 

45.5768 

45.5768 

45.5768 

45.5768 
45.5768 
45.5768 
45.5768 

12.oooo 
(2.3334) 

239.8508 
59.8970 
63.9648 
66.6282 
67.2163 
(18.5294) 
25.4922 
(11.7634) 
20.6635 

30.oooO 

15.9481 
729.6032 

37.8750 
17.5322 

33.5768 
47.9102 

(194.2740) 
(14.3202) 
(18.3880) 
(21.0514) 
(2 1.6395) 
64.1062 
20.0846 
57.3402 
24.9133 
45.5768 
15.5768 

29.6287 
(684.0264) 

7.7018 
28.0446 

0.0920 $ 
0.1313 $ 

(0.5323) $ 
(0.0392) $ 
(0.0504) $ 
(0.0577) $ 
(0.0593) $ 
0.1756 6 
0.0550 $ 
0.1571 $ 
0.0683 $ 
0.1249 $ 
0.0427 $ 

80.844 
3,599 

(29,406) 
(13,432) 
(1 1,079) 
(10,496) 
(13.396) 

3,630 
2,518 

20,379 
4,292 

2,694 

0.0812 $ 6.206 
(1.8740) $ (264.615) 
0.0211 $ 5,354 
0.0768 $ 78,266 

3 (13.641) 

Per F W W S  Per Staff 

$ 73,359 $ (134,641) 
18,440 18,440 

1,548,498 1,548,498 
13,641 

$ 1,653,938 
13,641 

$ 1,445,938 



Far West Water a Sewer, Inc., Sewer Divislon 
Docket No. WS03476A-124307 
Test Year Ended December 31,2011 

Schedule GWB-10 
SURREBUTTAL 

OPERATING INCOME STATEMENT -TEST YEAR AND STAFF RECOMMENDED 

LINE 
!gQ 

1 
2 
3 
4 

5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

IC1 
STAFF 

COMPANY STAFF TEST YEAR STAFF 
TEST YEAR TEST YEAR AS RECOMMENDED STAFF 

DESCRIPTION AS FILED ADJUSTMENTS ADJUSTED CHANGES RECOMMENDED 

Flat Rate Revenue 
Other Sewer Revenues 
Metered Reuse Revenue 131,759 131,759 13,176 144,935 
Total Operating Revenues 6 2,227,982 $ $ 2,227,982 $ 3,293,186 $ 5,521,168 

$ $ 8 $ 
2,053,159 2,053,159 3,280,011 5,333,169 

43.064 43,064 43,064 

Salaries and Wages $ 802,071 
Salaries and Wages - Officers and Directors 137,000 
Employee Pension and Benefits 27,421 
Purchased Sewer Treatment 
Sludge Removal Expense 55,247 
Purchased Power 342,364 
Chemicals 219,910 
Repairs and Maintenance 181,98 1 
Contractual Services - Engineering 
Contractual Services -Accounting 7,230 
Contractual Services - Legal 43,865 
Contractual Services - Management Fees 
Contractual Services - Testing 147,025 
Contractual Services - Other 60,716 
Rent - Buildings 20.669 
Rent - Equipment 45,758 
Transportation Expense 129,723 
Insurance - Vehicle 12,610 
Insurance - General Liability 33,142 
Insurance - Workman's Compensation 17,125 
Insurance - Other 
Advertising Expense 476 
Regulatory Commission Expense - Rate Ca! 75.000 
Regulatory Expense - Other 
Bad Debt !3pense 33,490 
Miscellaneous Expense 30,503 
Depreciation Expense 1,497.193 
Taxes Other Than Income 76,451 
Property Taxes 95,728 
Income Tax 
Total Operating Expenses 
Operating Income (Loss) 

References: 
Column (A): Company Schedule C- 1 
Column (B): Schedule GWB I1  
Column (C): Column (A) + Column (E) 
Column (D): Schedules GWB 2, Lines 29,34 and 37 
Column (E): Column (C) + Column (D) 

16 
(60,247) 

(32.975) 

(20,450) 

(1 98,403) 

$ 802.071 
76,753 
27,421 

55,247 
342,364 
219,910 
181,981 

7.230 
10,890 

147,025 
60,716 
20,669 
45,758 

129,723 
12,610 
33,142 
17,125 

476 
75,000 

13,040 
30,503 

1,298,790 
76,451 
95.728 

19,100 

45,472 

$ 802,071 
76,753 
27.421 

55,247 
342,364 
219,910 
181,981 

7,230 
10,890 

147,025 
60,716 
20,669 
45.758 

129.723 
12,610 
33,142 
17,125 

476 
75,000 

32,140 
30,503 

1,296,790 
76,451 

141,200 
$ (992,485) 

2,788,139 
$ (560,157L 
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Far West Water 8 Sewer, Inc., Sewer Division 
Docket No. WS-03478A-124307 
Test Year Ended December 31,201 1 

Schedule GWB-I2 
SURREBUTTAL 

OPERATING INCOME ADJUSTMENT #I - SALARIES AND WAGES - OFFICERS AND DIRECTORS 

LINE 
- NO. 

1 Payroll Sandy Braden $ 68,500 

2 Sandy's Hours 250 
3 Paula's Hours 
4 Allowable portion 
5 Disallowable portion 87.95% 

2075 
12.05% 

6 Disallowance $ 60,247 

Line 1: Amount of payroll proposed for Sandy Braden 
Line 2 &3: Respective hours worked by each per Staff DR 6.3 
Line 4: Line 2 I line 3 
Line 5: 1 minus line 4 
Line 6: Line 1 times line 5 
Lines 1 - 6: See also testimony GWB 



Far West Water & Sewer, Inc., Sewer Division 
Docket No. WS03478A-120307 
Test Year Ended December 31,201 1 

Schedule GWB-13 
SURREBUTTAL 

OPERATING INCOME ADJUSTMENT #2 - BAD DEBT EXPENSE 

[CI 
STAFF 

P I  
STAFF 

[AI 
LINE COMPANY 
- NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED* 

1 $ 33,490 $ (20,450) $ 13,040 

References: 
Column (A), Company Workpapers 
Column (B): Testimony GWB 
Column (C): Column (A) + Column (B), Per Co Response 

to Staff DR 5.8 



Far West Water 8 Sewer, Inc., Sewer Division 
Docket No. WS-03478A-12-0301 
Test Year Ended December 31,2011 

Schedule GWB-14 
SURREBUTTAL 

OPERATING INCOME ADJUSTMENT #3 - LEGAL EXPENSE 

[CI 
STAFF 

PI 
STAFF 

[AI 
LINE COMPANY 
- NO. DESCRIPTION PROPOSED ADJUSTMENTS RECOMMENDED* 

1 $ 43,865 $ (32,975) $ 10,890 

References: 
Column (A), Company Workpapers 
Column (B): Testimony GWB 
Column (C): Column (A) + Column (6) 



Far West Water 8 Sewer, Inc., Sewer Division 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

OPERATING INCOME ADJUSTMENT #4 - DEPRECIATION EXPENSE 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

ACCT. 
- NO. 

PLANT IN SERVICE: 
351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
38 1 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

DESCRIPTION 

Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures 8 Improvements 
Power Generating Equipment 
Collection Sewers - Force 
Collection Sewers - Gravity 
Special Collecting Structures 
Sevices to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installations 
Receiving Wells 
Pumping Equipment 
Reuse Distribution Reserviors 
Reuse Transmission and Dist. Sys. 
Treatment and Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant and Misc. Equipment 
Office Furniture & Equipment 
Computers 8 Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

Less: 
Amortization of CIAC at Company’s Rate 
Staff Recommended Depreciation Expense 
Company Proposed Depreciation Expense 
Staff Adjustment 

Schedule GWB-16 
SURREBUTTAL 

[AI [BI [CI 
PLANT DEPRECIATION DEPRECIATION 

BALANCE - RATE EXPENSE 

3,076 
I ,413,437 
2,162,399 

62,268 
2,627,686 
8,727,577 

173,621 
32,468 
16,683 

2,097 
61,295 

1,285,833 

14,733,833 
521,201 

1,490 
348,997 
254,233 

10,906 
271,810 

27,069 
17,418 

181,667 
16,886 

136,351 
238,828 

33,329,128 

$ 1,726,854 

0.00% 
0.00% 
0.00% 
3.33% 
5.00% 
2.00% 
2.00% 
2.00% 
2.00% 

10.00% 
10.00% 
2.00% 
8.33% 
3.33% 

12.50% 
2.50% 
2.50% 
5.00% 
5.00% 
3.33% 
6.67% 
6.67% 

20.00% 
20.00% 
4.00% 
5.00% 

10.00% 
5.00% 

10.00% 
10.00% 
10.00% 

4.9648% 

72,008 
3,113 

52,554 
174,552 

3,472 
3,247 
1,668 

175 
2,041 

160,729 

- 

- 
736,692 
26,060 

50 
23,278 
16,957 
2,181 

54,362 

1,353 
1,742 
9,083 
1,689 

13,635 

1,384,524 

- 

23,883 

$ 85,734 
$ 1,298,790 
$ 
$ (198,403) 

1.497,193 

References: 

Proposed Rates per Staff Engineering Report for Non Allocated Plant 
Col [A] times Col [B] 

Col [A] Schedule GWB4 
Col [B] 
Col [C] 



Far West Water 8 Sewer, Inc., Sewer Division 
Docket No. WSO3478A-124307 
Test Year Ended December 31,2011 

OPERATING INCOME ADJUSTMENT 15 - INCOME TAXES 

LINE 
- NO. 

[AI 161 
COMPANY STAFF 

DESCRIPTION PROPOSED ADJUSTMENTS 

1 Income Taxes $ (676,904) $ (315,581) 

Schedule GWB-17 
SURREBUITAL 

IC1 
STAFF 

RECOMMENDED 

$ (992,485) 

References: 
Column (A), Company Schedule C-2 
Column (6): Testimony GWB 
Column (C): Column (A) + Column (8). 

see also Sch. GWB-2, line 48 



Far West Water & Sewer, Inc., Sewer Division 
Docket No. WS-03478A-124307 
Test Year Ended December 31,2011 

LINE 
NO. DESCRIPTION 

Schedule GWB-I 8 
SURREBUlTAL 

STAFF 

OPERATING INCOME ADJUSTMENT #6 - PROPERTY TAX EXPENSE GRCF COMPONENT 

2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 
24 
25 

Weight Factor 
Subtotal (Line 1 * Line 2) 
Staff Adjusted Test Year Revenues - 2007 
Staff Recommended Revenue 
Subtotal (Line 4 + Line 5) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 Line 8) 
Plus: 10% of CWlP 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 11) 
Assessment Ratio 
Assessment Value (Line 12 Line 13) 
Composite Property Tax Rate 
Staff Test Year Adjusted Property Tax Expense (Line 14 Line 15) 
Company Proposed Property Tax 
Staff Test Year Adjustment (Line 16 - Line 17) 
Property Tax on Staff Recommended Revenue (Line 14 Line 15) 
Staff Test Year Adjusted Property Tax Expense (Line 16) 
Increase in Property Tax Due to Increase in Revenue Requirement 

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21) 
Increase in Revenue Requirement 
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 I Line 23) 

2 2 
4,455.963 4,455,963 
2,227,982 

5,521,168 
6,683,945 9,977,131 

3 3 
2,227,982 3,325,710 

2 2 
4,455,963 6,651,421 

243,735 243,735 
771783 77,783 

4.621.915 6,817,373 . .  
20.0% 20.0% 

924.383 1,363,475 
10.3559% 10.3559% 

$ 95,728 
$ 95,728 
$ 0 

$ 141,200 
$ 95,728 
6 45,472 

$ 45,472 
$ 3,293,186 

1.38079% 

REFERENCES: 
Line 15: Composite Tax Rate, per Company 
Line 18: Company Schedule C-I, Line 23 
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EXECUTIVE SUMMARY 
FAR WEST WATER & SEWER, INC. 

DOCKET NO. WS-03478A-12-0307 

Far West Water & Sewer, Inc. (“Far West” or “Company”) is an Arizona public service 
corporation authorized to provide water and wastewater service within portions of Yuma County, 
Arizona. On July 6,  2012, the Company filed an application with the Arizona Corporation 
Commission (“Commission” or “ACC”) to increase its rates for wastewater service, The 
Company’s existing Certificate of Convenience and Necessity (“CC&N) for wastewater service 
covers an area totaling approximately 4,335 acres. Far West had over 7,400 residential 
wastewater customers, 45 commercial wastewater customers and 4 recreational vehicle parks 
containing over 700 spaces in December 201 1. This rate case filing includes only the wastewater 
division. 

This testimony presents Staffs recommendation for rate design for the Company’s Sewer 
Division. The impacts of the Company-proposed and Staff-recommended rate designs on the 
typical residential customer. 
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Direct Testimony of Gerald Becker 
Docket No. WS-03478A-12-0307 
Page 1 

INTRODUCTION 

Q. 

A. 

Please state your name, occupation, and business address. 

My name is Gerald Becker. I am an Executive Consultant I11 employed by the Arizona 

Corporation Commission (“Commission”) in the Utilities Division (“Staff ’). My business 

address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Q. Are you the same Gerald Becker that filed direct testimony regarding the 

Company’s revenue requirements in this case? 

A. Yes,Iam. 

BACKGROUND 

Q. 

A. 

Please describe the Company’s operations. 

With two shareholders, Far West is a very closely held corporation that provides water and 

wastewater services in portions of Yuma County Arizona. Far West has approximately 

7,400 wastewater customers and approximately 15,000 water customers. The instant 

filing only addresses wastewater rates. 

Far West’s current rates were approved in Decision No. 69335 dated February 20,2007. 

RATE DESIGN 

Q* 

A. 

Did Staff prepare schedules showing the present, Company-proposed, and Staff- 

recommended rates and charges? 

Yes. Staff Schedules GWB-1 and GWB-2 show the present monthly minimum charges 

and commodity rates, the Company’s proposed monthly minimum charges and 

commodity rates and Staffs recommended monthly minimum charges and commodity 

rates. The schedules also show the present, proposed and recommended service charges. 
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A summary of the present, Company-proposed and Staff-recommended rates is presented 

in the following section. 

Q* 

A. 

Q* 

A. 

Q. 

A. 

Please provide an overview of the present rate design for the Company’s Sewer 

Division. 

The present monthly minimum charges are as follows: Residential (all except RV spaces) 

$21.75, Commercial (all) $43.50, RV space $5.44. Effluent customers have no monthly 

minimum and pay $1 .OO per thousand gallons. 

Please provide an overview of the Company’s proposed rate design for its Sewer 

Division. 

The Company proposes to increase all monthly minimum charges by the same proportion 

but to implement a “Market” rate for its Effluent customers. The proposed monthly 

minimum charges are as follows: Residential (all except RV spaces) $62.65, Commercial 

(all) $125.30, RV space $15.66. Effluent customers would have no monthly minimum 

and pay a “Market” rate between $.20 per thousand gallons and $1.00 per thousand 

gallons. 

What distinguishes Staffs recommended rate structures from the present and 

Company-proposed rate structures? 

First, Staff disagrees with setting RV spaces at 25 percent of the single family rates. 

Based on design criteria from ADEQ, Staff believes that setting the RV space rate at 33 

percent of the single family rate is more appropriate. 

Second, Staff notes that the Company’s proposal does not differentiate by water meter size 

for its commercial customers or otherwise consider the amount of water purchased by its 
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44 commercial customers, In order to evaluate the overall equity of the Company’s 

proposed rate design, Staff informally requested information regarding the water 

purchases of these wastewater customers during the test year. Fortunately, all 44 

accounts’ are also water customers of Far West’s Water Division and the information was 

available. 

The Company’s response indicated: 

5/8” water meters 11 

1” water meters 7 

1 1/2” water meters 2 

2” water meters 23 

6” water meters 1 

The one 6” water customer is Rancho Rialto Mobile Home Park which master meters its 

water purchases but each of the 271 residents pay their own wastewater bill separately. 

Thus, Rancho Rialto Mobile Home Park warrants consideration and treatment as a 5/8” 

customer, since its common use is limited. 

Staff further analyzed the data and found very significant variations in the water purchases 

within each meter size and that some customers with smaller water meters actually 

purchased significantly more water than customers with larger meters. A summary of the 

annual water purchases by meter size is shown below: 

’ Some customers have more than one account, i.e. Comfort Inn and H&S Developers. 
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Q. 

A. 

Total Group Minimum 

5/8” water meters 2,404,300 34,160 

1” water meters 4,048,130 44,520 

1 112” water meters 4 17,000 102,500 

2” water meters 18,238,720 1,800 

6” water meters 14,834,000 N/A 

Maximum Average per customer 

854,170 104,535 

3,072,920 578,304 

3 14,500 208,500 

1,935,000 792,988 

N/A NIA 

As indicated above, there are wide and overlapping variations in the consumption patterns. 

This indicates that it is inappropriate to charge the same rates for all meter sizes. Further, 

some of the above flows would compare with the typical residential customer that puts 

approximately 3,000 gallons per month, or 36,000 gallons per year into the wastewater 

system. 

Based on the above information, Staff recommends the continued use of flat rates and the 

use of meter multipliers so that customers with larger water meters will pay higher 

wastewater rates. 

Please provide an overview of Staffs recommended rate design for the Company’s 

Sewer Division? 

S t a r s  recommended rates and charges are presented in Schedule GWB-1. Staffs 

recommended monthly minimum charges are as follows: Residential (all except RV 

spaces) $55.70 and RV space $18.57. For Commercial customers, sewer rates would be 

based on the size of the customer’s water meter, 5/8 x 3/4-inch, $55.70; 3/4-inch, $86.58; 

I-inch, $145.37; 1 1/2-inch, $287.49; 2-inch, $459.02; 3-inch, $891.14; 4-inch, $1,392.40; 

6-inch excluding Rancho Rialto Mobile Home Park, $2,784.80; Rancho Rialto Mobile 

Home Park $55.70. The use of meter multipliers applied to commercial rates results in 
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commercial customers bearing approximately 3.05 percent of the revenue requirements. 

Staff recommends that the commodity rate for Effluent customers be increased by 10 cents 

to $1.10 per thousand gallons with no monthly minimum charge. 

Q. 
A. 

Q. 

A. 

Staff further recommends that the rates be phased in with 50 percent of the increase 

becoming effective on the first day of the month after the Company achieves compliance 

with the conditions more fully described in Staffs revenue requirement testimony filed on 

February 13,2013, with the remaining 50 percent becoming effective 6 months later. 

Staff also recommends that the Company be required to prepare and include a Cost of 

Service Study in its next rate application so that the rate design including the 

appropriateness of including a volumetic component can be assessed more thoroughly. 

What is the rate impact on a residential customer? 

A residential customer would experience a $40.90, or a 188.05 percent, increase from 

$21.75 to $62.65, under the Company's proposed rates and a $33.95, or a 156.09 percent, 

increase, from $21.75 to $55.70, under Staff's recommended rates at Phase 2. A typical 

bill analysis is provided in Schedule G W - 2 .  

Does Staff have an alternative suggestion regarding the amount of revenues to be 

borne by the commercial customers? 

Yes. Regarding the water purchases data above and excluding the water purchases for 

Rancho Rialto Mobile Home Park of 14,834,000 gallons, the total water purchases for 

commercial customers are 25,108,150 gallons. For purposes of this discussion, Staff is 

conservatively estimating that approximately 50 percent of water purchases, or 12,554,075 

gallons, go into the wastewater system. Dividing 12,554,075 by total wastewater flows in 
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the test year of 275,467,000 gallons would suggest that 4.56 percent of the revenue 

requirement should be borne by the commercial customers. The large variations in 

volumes further suggest that the rate design should include both a fixed and volumetric 

component. Therefore, an alternative rate design would be to reduce the multipliers in 

Staff’s rate design discussed above and include a volumetric component. For this 

alternative Staff’s recommended monthly minimum charges are as follows: Residential 

(all except RV spaces) $54.84 and RV space $18.28. For Commercial customers, sewer 

rates would be based on the size of the customer’s water meter, 5/8 x 3/4-inch, $54.84; 

3/4-inch, $68.20; 1-inch, $1 14.50; 1 1/2-inch, $226.44; 2-inch, $361.56; 3-inch, $701.92; 

4-inch, $1,096.75; 6-inch excluding Rancho Rialto Mobile Home Park, $2,139.49; Rancho 

Rialto Mobile Home Park $54.84. For commercial customers except Rancho Rialto 

Mobile Home Park, a commodity charge of $9.6331 per thousand gallons would apply to 

the excess of 50 percent of the water purchases over 3,000 gallons per month. Staff 

recommends that the commodity rate for Effluent customers still be $1.10 per thousand 

gallons with no monthly minimum charge. 

Miscellaneous Charges 

Q. 

A. 

Does Staff have any comments related to service charges? 

Yes. Staff agrees with the Company’s proposed Other Service Charges, with the 

following exceptions which includes recommendation of a Disconnection Fee for non- 

payment at cost. 

Staff recommends the addition of a Service Charge (after hours) tariff in the amount of 

$35.00 and that this charge be in addition to the charge for any utility service provided 

after hours at the customer’s request for the customer’s convenience. Such a charge 
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compensates the utility for additional expenses incurred fiom providing after-hours 

service. 

Staff also recommends adding a Disconnect and Reconnect charge at cost due to 700 

customers receiving water service from the City of Yuma rather than Far West. The 

remaining 6,800 wastewater customers receive water service from Far West which allows 

Far West to disconnect water service when wastewater bills are unpaid. Staff 

recommends the actual cost of physical disconnection and reconnection (if same 

customer), when the wastewater customer is not a water customer of Far West. 

Q. 
A. 

Q- 
A. 

What does Staff recommend? 

Staff recommends the approval of the Other Services Charges as shown on Schedule 

GWB-1. These charges reflect the Other Service Charges as proposed by the Company 

along with a Disconnection Fee for non-payment at cost for wastewater customers that are 

not water customers of Far West. 

Does this conclude your direct testimony? 

Yes, it does. 
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Schedule GWB-2 

RATE DESIGN 

50 Percent Phased In 

Typical Bill Analysls 
General Serviw W8 x 314-lnch Meter 

Present Proposed Dollar Percent 
Increase Increase Company Proposed Rates --&!!E-. _-___ 

All Residential $ 21.75 $ 62.65 f 10.90 188.05% 
(No phase in proposed 
by Company) 

Staff Recommended 

All Residential $ /1.75 $ 38.73 $ 16.98 78.07% 

Completely Phased In 

Typical Bill Analysis 
General Servica 5/8 x 3/4-lncti Meter 

Present Proposed Dollar Percent 
Company Proposed Rates Rates Increase Increase 

All Residential $ 21.75 $ 62.65 $ 40.90 188.05% 

Staff Recommended 

All Residential 16 21.75 $ 55.70 .$ 33.95 156.09% 
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EXECUTIVE SUMMARY 
FAR WEST WATER & SEWER, INC. 

DOCKET NO. WS-03478A-12-0307 

The surrebuttal testimony of Gerald W. Becker addresses the rebuttal testimony filed by Far 
West Water and Sewer, Inc. (“Far West” or “Company”). Staff agrees with the Company that 
RV parks should have a rate equivalent to a %-inch commercial rate for the common area usages 
of those parks. Staff continues to recommend that the wastewater bills of commercial customers 
be based on the size of the customer’s water meter. 

Staff has updated its rate design to reflect the revenue requirements in its surrebuttal testimony 
and recommends approval of its rate design discussed herein. 

Staff has also reviewed the ratemaking impacts of payments made by developers to Far West’s 
affiliate, H&S Developers. 

Staff has also reviewed the affiliate transactions and competitive bidding procedures used by the 
Company to effect major plant improvements. 

Staff also makes a recommendation regarding the requirement that future MXA’s be reviewed by 
Staff. 
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INTRODUCTION 

Q. 

A. 

Please state your name, occupation, and business address. 

My name is Gerald Becker. I am an Executive Consultant I11 employed by the Arizona 

Corporation Commission (“Commission”) in the Utilities Division (“StafF-’). My business 

address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Q. Are you the same Gerald Becker who previously submitted direct testimony 

regarding rate design in this case? 

A. Yes,Iam. 

PURPOSE OF SURREBUTTAL TESTIMONY 

Q. 
A. 

Q. 

A. 

What is the purpose of your surrebuttal testimony in this proceeding? 

The purpose of my surrebuttal testimony in this proceeding is to respond, on behalf of 

Staff, to the rebuttal testimony of Mr. Ray Jones, who represents Far West Water & 

Sewer, Inc. Sewer Division - (“Far West” or “Company”). 

Do you attempt to address every issue raised by the Company in its rebuttal 

testimony? 

No. My silence on any 

particular issue raised in the Company’s rebuttal testimony does not indicate that Staff 

agrees with the Company’s stated rebuttal position on the issue. I rely on my direct 

testimony unless modified by this surrebuttal testimony. 

I limit my discussion to certain issues as outlined below. 
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RATE DESIGN 

Q. 

A. 

Has Staff modified its rate design since filing its direct testimony? 

Yes. First, Staff has adjusted it recommended rates to support Staffs revised revenue 

requirement as shown on Surrebuttal Schedule GWB-I filed as part of its revenue 

requirements testimony. Second, Staff recommends the establishment of an RV Park rate 

for service related to the common areas only of RV parks and the continued billing of 

individual RV's at an RV space rate. At present, there would be five RV parks to be 

billed at the RV park rate for its common area usage.* Those are the Schechert Family 

Aquatics and Fitness Center, Rancho Rialto, Adobe Village, Sun Village, and Sunset 

Palm. Third, Staff modifies the billing determinants for RV spaces to add the 48 RV 

spaces, as discussed by the Company's rebuttal testimony for the spaces in the Schechert 

Family Aquatics and Fitness Center. At present, the Schechert Family Aquatics and 

Fitness Center is billed as a 2 inch commercial customer only with no billing for the 48 

RV spaces contained therein. Accordingly, the total RV spaces increase from 713 to 761 

and the Schechert Family Aquatics and Fitness Center and Rancho Rialto2 are transferred 

from the commercial group to the newly created RV Park rate. The Company also reports 

in its rebuttal testimony that three other RV parks (Adobe Village, Sun Village, and 

Sunset Palm) are presently billed as a residential account for its common area wastewater, 

in addition to the billings for RV spaces sent to the individual owners of those RV's. 

In summary, Staff removed three customers from the residential group, in addition to two 

customers removed from the commercial group and treats them as RV Parks, for a total of 

five RV Parks billed at an RV Park rate for wastewater from its common areas only, and 

' Some RV parks may contain homes, i.e. so-called Park Models that are larger than RV's and are billed at regular 
residential rates. Staff recommends continuation of this practice, subject to establishment of terms and condition to 
differentiate between the different types of homes that may exist in an RV community and to determine the 
appropriate billing rates. 

See Direct Testimony for additional discussion of Rancho Rialto. 
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761 individual RV owners would (continue to) pay the appropriate RV rate. Staff further 

recommends that the RV Parks rate be equal to the 314 inch commercial rate, as compared 

with its recommendation in its direct testimony to treat Rancho Rialto as a 5/8 inch 

commercial customer for the common area usage only. 

Staff also notes that the change in the 48 RV spaces in the Schechert Family Aquatics and 

Fitness Center from the 2 inch commercial customer class to the RV space rates represents 

a test year adjustment to revenue of $3,133. Staff is not reflecting this adjustment in the 

attached schedules or elsewhere in its testimony because it is immaterial. 

Q. 

A. 

Q. 

A. 

Has Staff updated its recommended rate design to reflect its surrebuttal revenue 

requirement? 

Yes. StafYs updated recommended rates are presented in the attached Schedules GWB-1 

and GWB-2. 

Does your siience on any of the issues constitute your acceptance of their positions on 

such issues, matters or findings? 

No. Staff limited its discussion to the specific issues outlined above. Staffs lack of 

response to any issue in this proceeding should not be construed as agreement with the 

Company’s position in its rebuttal testimony; rather, where there is no response Staff 

relies on its original direct testimony. 
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FEES PAID BY DEVELOPERS TO H&S DEVELOPERS 

Q. Did the Commission order Staff to determine whether H&S Developers collected any 

fees associated with obtaining utility service from Far West and to formulate a 

recommendation? 

Yes. Decision No. 72594 stated: A. 

IT IS FURTHER ORDERED that Staff shall, as part of Far West Water and Sewer, Inc.‘s 
next rate case, investigate and formulate a recommendation about Far West Water and Sewer, 
Inc.’s affiliate transactions, including whether there were payments of fees by developers to 
H&S Developers, Inc. associated with obtaining utility ~e rv ice .~  

Q. 

A. 

Q. 
A. 

Q. 
A. 

Did Staff determine whether there were payments of fees by developers to H&S 

Developers associated with obtaining utility service? 

Yes. 

Did Staff investigate such payments to H&S Developers? 

Yes. Staff issued data request 11.1 which sought information regarding fees paid by to 

H&S developers by other developers and the ratemaking impact of those payments. Staff 

reviewed the Company‘s response and believes that the Company provides adequate 

information and explanation to provide assurances that the ratepayers have not been 

harmed by this activity. See Attachment 1. 

How were these payments treated by Far West? 

Based on information provided by the Company, payments by other developers are 

reflected in the value of plant contributed to Far West by H&S Developers with 

corresponding amounts recorded as Contributions in Aid of Construction (“CIAC”). 

Decision No. 72594. 82 at 14-8. 
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Q. 
A. 

Q. 
A. 

Does the Company’s proposed treatment of payments harm the ratepayers? 

No. Plant funded by CIAC does not increase rate bases or result in a net increase to 

depreciation and amortization expense. Thus, there is no impact on revenue requirements 

from plant funded by CIAC. 

What is Staff recommending? 

Since this activity has no impact on ratepayers in this proceeding, Staff recommends that 

no further consideration of this issue is warranted as this time. 

AFFILIATE TRANSACTIONS 

Q. Did the Commission order Staff to investigate affiliate transactions between Far 

West and its affiliates? 
A. Yes. Decision No. 72594 stated: 

IT IS FURTHER ORDERED that Staff shall, as part of Far West Water and Sewer, Inc.’s 
next rate case, investigate the transactions between it and its affiliate(s), including H & S 
Developers, Inc. and formulate a recommendation about whether the transactions were arm’s- 
length, whether there were written agreements supporting those transactions, and whether any 
advances have been treated appropriately for rate-making p~rposes .~  

Q. 
A. 

Q. 
A. 

Did Staff investigate affiliate transactions? 

Yes. 

Did Staff determine whether the transaction were arms-length? 

It was difficult to determine if the transactions between Far West and its affiliates were 

“arms-length” partly because Far West does not enter into written agreements with all of 

its affiliates. 

Decision No. 72594. 82 at 9-13. 4 
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As discussed in Staffs direct testimony, the only written agreements between Far West 

and its affiliates are for the lease of its office space with Southwest Land, LLC and its 

main extension agreements. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

What are some of the risks associated with affiliate transactions? 

While affiliate transaction between a utility and its unregulated affiliate are not prohibited, 

these transactions merit more scrutiny to ensure that ratepayers are not harmed. A 

regulated entity has an obligation not to promote profitability for itself or another 

interested company in a transaction that may not be at arm’s length to the detriment of its 

customers. 

Does Staff believe that non arms-length transactions have the potential to harm 

ratepayers? 

Yes. However, Staff believes that the ratepayers were not harmed in this case. 

How did Staff determine that the ratepayers were not harmed by transactions with 

affiliates in this case? 

Staff issued data request 11.2.1 seeking information regarding work performed by H&S 

Developers for its wastewater plant improvements and the degree to which the work had 

been subjected to competitive bidding procedures. Based on the Company’s response to 

Staff data request 1 1.2.1 and Staff review of the supporting information included therein, 

the cost of the construction services provided by H&S Developers were reasonable. See 

also attachment 2. 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

Did Staff determine whether major transactions with unaffiliated contractors were 

also subjected to competitive bidding procedures? 

Yes. A review of the Company’s response to Staff data request 11.2.1 also indicates that 

the work performed by unaffiliated parties was reasonable, as the Company also sought 

competitive bids on significant components of those plant improvements performed by 

unaffiliated parties. 

Does the Company have a formal written policy regarding competitive bidding 

procedures? 

No, the Company states that it does not have a formal written policy regarding its 

competitive bidding procedures. 

What is Staff recommending? 

Staff recommends that the Company formulate and adopt a formal written policy. This 

policy should address the specific steps that the Company will take that demonstrate that 

the transactions between the Company and its affiliates and related parties are arm‘s 

length, transparent and well documented. Further, the policies should develop a 

competitive bidding process and require that the Company be required to continue to 

maintain evidence of competitive biddings for all major construction projects. Staff 

hrther recommends that the Company submit such a policy for Staffs review within 60 

days of a decision in this docket, as a Compliance item in this proceeding. Staff will 

assess the policy and its adequacy and file a report with Staffs findings and 

recommendations within 90 days of receipt. 
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Q. 

A. 

Were advances treated appropriately for ratemaking purposes? 

Yes. Also discussed in Staffs direct testimony, Staff issued data request GB 2.2 and 

relies on the Company’s detailed response to that data request to support Advances in Aid 

of Construction balance. Staff also determined that the Company has unpaid amounts due 

(advances) due under main extension agreements, as discussed in its direct testimony. 

MAIN LINE EXTENSION AGREEMENTS (((MXA’S”) 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Did Staff discuss MXA’s in its direct testimony? 

Yes. 

M X A ’ S .  

In Staffs direct testimony, Staff is concerned with unpaid amounts due under 

Does Staff have any additional recommendations regarding MXA’s? 

Yes. Staff recommends that on prospective basis the Company submit wastewater MxA‘s 

for Staff review to determine the reasonableness of the associated plant. Far West should 

also indicate the level of any significant involvement by any related party. 

Does this conclude your direct testimony? 

Yes, it does. 





. Far West Water Sewer., Inc., Sewer Division 
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50 Percent Phased In 

Typical Bill Analysis 
General Service 5/8 x 3/4-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Rates Rates Increase Increase 

All Residenfial $ 21.75 $ 62.65 S 40.90 188.05% 
(No phase in proposed 
by Company) 

Staff Recommended 

All Residential $ 21.75 $ 38.34 $ 16.59 76.28% 

Completely Phased In 

Typical Blll Analysls 
General Service 518 x 314-lnch Meter 

Present Proposed Dollar Percent 
Company Proposed Rates Rates Increase Increase 

All Residential $ 21.75 $ 62.65 $ 40.90 188.05% 

Schedule GWB-2 
Surrebuttal 

Staff Recommended 

All Residential $ 21.75 $ 54.93 $ 33.18 152.55% 



ATTACHMENT 1 

Far West Water & Sewer, Inc. 
Docket No. W S-03478A- 12-0307 
Response to Staffs Eleventh Set of Data Requests 

Response provided by: Ray L. Jones 

Title: Consultant 

Address : 25213 N. 49th Drive 
Phoenix, AZ 85083 

Data Request Number: GWB 11.1 

Q. Fees mid to H&S bv developers. 

1. Please provide a schedule of fees paid by developers to H&S Developers ("H&S") 
associated with obtaining utility service from Far West. 

2. Please indicate the ratemaking implications of those payments and the impact in 
the current proceeding. Attach supporting schedules as necessary. 

A. 

1. In its capacity as master land developer, H&S Developers collected connection 
fees from land developerhomebuilders as reimbursement for costs of wastewater 
facilities that H&S had constructed to provide wastewater treatment plant and 
backbone collection system capacity for the lotshomes being developed. The 
table below summarizes the connection fees collected by H&S and provides a 
reference to an attached file with the H&S General Ledger Detail supporting the 

2. The collection of connection fees by H&S Developers from land 
developerhomebui1ders has no rate making implications and no impact on the 
current proceeding. 

The fees are private transactions between H&S Developers and the individual 
land developerhomebuilders intended to reimburse costs expended by H&S 
Developers on behalf of the developerhomebuilder. This is a normal and routine 
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transaction between a master land developer and smaller land 
developerhomebuilders that is not unusual in the industry. 

In each case, as master developer, H&S constructed the necessary treatment plant 
and backbone capacity needed by Far West to serve the lots being sold and 
developed by the developerhomebuilder. And in each case, the facilities 
constructed by H&S Developers were transferred to Far West with the cost of the 
facilities being recorded as a contribution in aid of construction or advance in aid 
of construction with respect to Far West. H&S has received no reimbursement or 
refhds for these facilities from Far West. 

Since the costs of the facilities were either contributed or advanced to Far West by 
H&S Developers, Far West has no investment in the facilities and no rate base 
associated with the facilities. Accordingly, any reimbursement received by H&S 
Developers from third parties should be considered a private transaction between 
development entities related to development costs and cannot be considered 
relevant to Far West's ratemaking activities. The following table shows each 
project constructed by H&S Developers and the treatment of the cost on Far 
West's books. 

- __ ___ - - - __ - . _ _  - - - - __ - __ - -. - - - _- - - - - - __ - - __ - 
IProiects Constructed bv HgS related to Collected Connection Fees 

!- _ _  - _ .  ~ - .  - - .. , . I---" 

i .. - . ._ -- Year Booked ~ 

~ _. . I- I .".__ 
+ason<% (Orgin_al-R!nt) - ._ . 1999- - $* 345;227 -chi: . - _  .- 

i _I-.- Palm Shadow I_ s Vwvrp (Original Plant) ~ I_.-I. 1999 - . -  40 
Palm Shadows h W W  __ _ _ _ _  (Addtins) - _- ----  2000 - -. - . _ _  - 6,864 CLAC I 

I - Palm Shadows WWTP (Additions) - 2001 593,731 &C 
Palm Shadows Trunk Lne 1999 201.388 AWC (No Refunds) 

-- ___ __ 

~I .- .. _ ....... -. . .. -_ 
I Del -. ........ Rey WWTP - . . . . . .  (Original - ....... Plant Acquisition) . - ......... -. . .  -. . 2001 ....... ~.~.~s,qo_o..:cL4I=~..~,~_ __ ..._: 
i~???~.W\lr?P_(ori!L!'? ?t_clce n) ...................................... 200i- 

1 Del Or0 wwrp (Upgrade) ~ 2004 ; 

65,000 CLAC 

333,471 -CLAC 

. . . . . . . . . . . . .  
'De!_Oro.% .(Org!na! p~nt_qcp~Eitkn)__. .... .- ........ -- . .  ZooC .................... 52,000 ............. CLAC I_ ..i 

, S 2,071,682 ~ ...... 
I - . . . . . . . . . . . . . . . . .  . . . . . . . .  ........ 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  _. ...... _ _ _ _  . ............ --__ .. ~ 
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ATTACHMENT 2 

Far West Water & Sewer, Inc. 
Docket No. WS-03478A- 12-0307 
Response to Staffs Eleventh Set of Data Requests 

Response provided by: 

Title: Consultant 

Address: 25213 N. 49th Drive 

Ray L. Jones 

Phoenix, AZ 85083 

Data Request Number: GWB 11.2.1 

Q: 

A. 

As a follow up to your response to Staff data request GB 2.1, please provide a schedule 
showing the amount paid and/or owed by Far West to H&S and reflected in the test year 
amounts. For those items in Utility Plant in Service, please provide a schedule showing 
the amounts paid or owed to H&S by WWTP. Please indicate whether the work 
performed by H&S had been subject to competitive bidding procedures and attach those 
bids andor provide reference to your response to RUCO 2.8 and/or other data requests. 
For work perfom 1 ed by H&S but not subject to competitive bidding procedures, please 
describe the work, amounts paid, provide the reasons that the cost of such work is not 
excessive. Attach supporting schedules or other documentation as necessary. For 
payments made or amounts owed to H&S and charged to expense during the test year, 
please provide a schedule of those amounts or reference if already provided and the 
reasons that those amounts are priced fairly. 

Attached schedule GWB 11.2 UPIS by WWTP.pdf provides a summary of amounts 
charged to Utility Plant in Service by WWTP. The upper portion of the schedule 
provides an overall summary of costs by contractor or supplier for each of the WWTP 
projects. The lower portion of the schedule provides detail of amounts paid to H&S by 
type of work performed for each of the WWTP projects. 

H&S provided bids on the Del Oro project and was low bidder for the control building 
and site preparation (Site Grading, Excavation, Staking). Coriolis sent the request for 
bids for the building to H&S Developers, Inc., WJ Anderson Construction and MJL 
Construction. WJ Anderson Construction did not return a bid and MJL Construction's' 
bid was higher than the H&S bid. H&S Developers originally bid on March 27,2008 
under the name of Concept Homes of Yuma, LLC, an entity wholly owned by H&S 
Developers. That bid was replaced with a bid from H&S Developers, Inc. (Commercial 
Construction Division) on April 18,2008 in the same amount. See RUCO 2.8 Del 
0ro.PDF provided in response to RUCO DR 2.8 for the bid summary showing the H&S 
Developer bid amounts. The H&S bid for the building is attached as file GWB 1 1.2 
ControlBuildingDelOro.PDF. 

H&S Developers did not bid on the construction support, pit material or other categories 
of work for the Del Oro project. As shown on GWB 1 1.2 UPIS by WWTP.Ddf, these 
portions of the project are less than 0.2%.of the project cost for the Del Oro project and 
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were more efficiently provided by H&S Developers rather than through a bidding 
process. H&S Developers had the necessary expertise to provide these ancillary services. 
The costs for these services are reasonabre and not excessive for the work performed. 

As indicated in the attached September 16,2009 email communication from Coriolis 
(&a Universal Asset Management, LLC), Far West’s contract construction manager, 
competitive bids were not taken for the Section 14 project (See GWB 11,2 Coriolis 
Emaibdf). Coriolis explained the decision as follows: 

Bids on significant equipment, mechanical, electrical and building construction 
were solicited from contractors and vendors on Del Oro. Del Oro was used as a 
test case so that reasonable pricing was being obtained for execution of this work. 
The bids approved for Del Or0 were then used to negotiate contracts with the 
same vendors and contractors for Section 14. This was done in order to have 
consistency between construction techniques between the contractors. 

As with other low competitive bidders on the Del Or0 project, H&S was asked to submit 
a bid proposal for the the same work on the Section 14 WWTP. H&S submitted a bid for 
the Section 14 WWTP on July 30,2008. The bid was accepted and H&S was selected to 
perform the work for the Section 14 WWTP. See PO Sect 14 buildingsadf provided as 
part of the response to GWB11.2.3 for the H&S bid. 

Far West believes that the method of requested bid proposals and negotiating contracts 
for the Section 14 WWTP with the low bidders for the Del Or0 project was reasonable 
approach to constructing the Section 14 WWTP. As noted by Coriolis, that method 
insured consistency between construction techniques and consistency between the plants. 
Since the work performed by H&S was based on a bid consistent with its low bid for the 
Del Oro WWTP and subject to negotiation with the construction manager, it represents a 
fair price for the work performed and is not excessive. 

As with the Del Oro project, H&S Developers did not bid on the landscaping, 
construction support, pit material or other categories of work for the Del Oro project. As 
shown on GWB 1 1.2 UPIS bv WWTP.pdf, these portions of the project are less than 
1.0% of the project cost for the Section 14 project and were more efficiently provided by 
H&S Developers rather than through a competitive bidding process. The costs for these 
minor services are reasonable and not excessive for the work performed. 

As noted in the Coriolis email, the Palm Shadows project was performed by H&S 
Developers on a negotiated time and material basis and, as such, was not subject to a 
competitive bidding process. However, as noted by Coriolis, pricing was obtained from 
other vendors in the area in order to ensure that the pricing negotiated was reasonable. 
Those comparative prices were provided in response to RUCO DR 2.8 as file RUCO 2.8 
Palm Shadows.PDF. 
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The total paid to H&S Developers for the Palm Shadows Force Main was $1,293,85 1 
including purchase of materials. The total paid to H&S Developers for the Palm 
Shadows Lift Station was $21 8,000, including piping materials. Both amounts are less 
than the reference bids provided in response to RUCO DR 2.8 as file RUCO 2.8 Palm 
Shadows.PDF, indicating that the costs are reasonable. The cost per foot paid to H&S 
Developers for the approximately 5 mile long force main is approximately $49.00 per 
lineal foot of force main. This is a very reasonable unit cost for a 12” diameter pipeline 
installed through a developed community. The amounts paid to H&S Developers for the 
Palm Shadows Force Main and Lift Station are reasonable for the work performed and 
are not excessive. 

See attached schedule, GWB 1 1.2 H&S Expensesadf for payments made or amounts 
owed to H&S during the test year that were charged to expense. As noted, $29,918 was 
paid to the Foothills Mini Mart for fuel purchased at standard retail prices. Purchasing 
fuel at posted retail pricing available to the general public is reasonable and represents a 
fair price for fuel. Hank’s Market was paid $17.00 for safety supplies at standard retail 
rates. This purchase is reasonable and represents a fair price for the materials. Lastly, 
H&S Developers was reimbursed $289 for the actual cost of postage and shipping 
charges paid by H&S on behalf of Far West. Reimbursing postage and shipping costs 
incurred on behalf of Far West at actual cost is reasonable and fair. 
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... 

TO: 

FROM: 

DATE: 

RE: 

Director Steven M. Olea /-- 
Utilities Divisio 

April 15,2013 

FAR WEST WATER & SEWER, INC. (DOCKET NO. WS-03478A-12-0307) 

On March 28,2013, Commissioner Susan Bitter-Smith docketed a letter stating, 

“I would find it helpful if Staff and the other parties to this matter could provide 
additional details and analyses of facts relating to the conduct of the management of the 
Company, and the processes for the appointment of an interim manager, together with 
recommendations regarding the advisability or inadvisability of the appointment of an 
interim manager for Far West at this time.” 

This memo is to supplement Staffs previous filings with additional information for 
Commission consideration. For the reasons set forth herein, Staff continues to recommend that 
the appointment of an ‘interim manager is not warranted at this time but recommends that the 
opportunity be reserved for future consideration. 

In its Direct Testimony filed in this proceeding, Staff describes its concerns regarding Far 
West Water & Inc. (“Far West” or “Company”) and its conduct such as not being current on 
paying its obligations bills including its property taxes and monies due under main extension 
agreements, its practice of not collecting all monies due from related parties, and the need to 
reach a new Consent Agreement with Arizona Department of Environmental Quality (“ADEQ’), 
as discussed more fully below. 

.. 

However, Far West has made significant improvements in its operations that have a direct 
impact on the health and safety of its ratepayers along with significant reductions to the odor 
problems, and these improvements are a contributing factor for Staffs recommendation not to 
appoint an interim manager at this time. The improvements to date are listed below. 

Section 14 WWTP 
Far West has completed the Section 14 WWTP Phase I Expansion by using Membrane Bio 
Reactor technology to produce Class A+ Reclaimed Water. Currently, the Section 14 
wastewater treatment plant (‘WWTP”) is permitted to treat 0.681 Million Gallons per Day. 
Effluent is used for irrigation of the Las Barrancas Golf Course. 
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Del Or0 WWTP 
Del Or0 WWTP Phase I Expansion has “een completed, and the capacity increased from 0.15 to 
0.30 Million Gallons per Day. Membrane Bio Reactor technology is used to produce Class A+ 
Reclaimed Water. Effluent is used for irrigation of the Mesa Del Sol Golf Course. 

Palm Shadows WWTP 
Palm Shadows WWTP was designed to treat 0.20 Million Gallons per Day, but typically receives 
flows of approximately 0.26 Million Gallons per Day in the winter. The treatment plant has a 
history of exceeding its Aquifer Protection Permit Discharge Limits of 10 mg/l for Total 
Nitrogen and poor percolation at the effluent ponds has contributed to septic odors in nearby 
residential areas. Far West has upgraded the Palm Shadows Collection System to deliver raw 
sewage from the Palm Shadows service area to the expanded Section 14 WWTP for treatment 
and disposal. 

ADEO COMPLIANCE 
In October 2012, ADEQ issued Compliance Status Reports regarding Far West’s W T P s .  
ADEQ reported that while not in compliance with the Consent Judgment CV2008-021676 
(“CJ”), ADEQ is encouraged by the progress that Far West has made. ADEQ is currently 
amending the CJ to provide future dates for Far West to complete the remaining tasks required 
by the CJ. ADEQ anticipates that an amended CJ will be effective by June 2013. 

The Process to Appoint an Interim Manager 
The process for the appointment of an interim manager typically starts with the filing by Staff of 
a complaint, petition for an order for interim relief. Staff typically initiates such a petition when 
Staff has determined that there is a serious potential for harm to the public. Staffs petition is 
supported by affidavits. These affidavits usually state there is a clear and present danger to the 
public health and safety requiring the appointment of an interim manager to ensure that the 
public is protected. The Commission, at an Open Meeting, then hears Staffs petition. If the 
Commission determines that Staffs petition merits action, the Commission issues an order, 
granting Staff’s petition and allowing Staff to enter into an agreement for an interim manager. 
The appointment of an interim manager is considered extraordinary relief by the Commission, 
ordered when no other options exist. The appointment of an interim manager is intended to be a 
temporary measure used to ensure safe and reasonable service. 

For example, In the Matter of Hacienda Acres Water Company, Staff filed a complaint and was 
granted the authority to appoint an interim manager because of Hacienda’s numerous violations 
of Commission orders, failure to provide water during curtailment and threats to discontinue 
water service. ’ 

SMO:GWB:tdp\WVC 

Originator: Gerald Becker, Jim Liu 
~ 

’ Docket No. 07-0470. 
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Phoenix, AZ 85028 

Michelle L. Wood 
Residential Utility Consumer Office 
11 10 W. Washngton St., Ste. 220 
PhoenixAZ 85007 

Jeffrey W. Crockett 
BROWNSTEIN HYATT FARBER SCHRECK, LLP 
One E. Washington St., Ste. 2400 
Phoenix, AZ 85004 

Robert C. Gilkey 
Barbara S. Gilkey 
14784 E. 49* St. 
Phoenix, AZ 85367 

Robert Rist 
9593 E. 34* Place 
Yuma,AZ 85365 

Rodney Taylor 
Kim Taylor 
1 1440 E. 26fh Lane 
Yuma,AZ 85367 

Seth Davis 
Barbara Davis 
206 S. Arboleda Dr. 
Merced, CA 95341 

Jerry S. Durden 
12789 E. 46th St. 
Yuma,AZ 85367 



EXHIBIT 

Staff Rate Increase Conditions--Additional Condition 

10. Staff does not recommend the appointment of an interim manager at this time because 

while the Company has made significant progress, some improvements remain. Staff 

believes that if the Company fails to satisfy the rate increase conditions set forth in 

Exhibit A-8, Staff is requesting the authorization, in this case, to appoint an interim 

manager. 
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Response provided by: Ray L. Jones 

Title: Consultant 

Address: 25213 N. 49‘h Drive 
Phoenix, Arizona 85083 

Data Request Number: GB - 1.6 

Q: Schedule B-5, Page 2 - Computation of Cash Working Capital. Please explain the 
reasons that interest expense was not included in the computation. Please also provide the 
estimated amounts and associated lead lag days for all interest expense payments for 
debtors indicated on Schedule D-2, page 1. 

A. The Company believes that cash working capital should include only capital that is not 
otherwise included in rate base and is necessary to fund operating expenses incurred in 
the provision of service to customers. Since payment of interest expense is related to the 
provision of capital included in rate base, not the provision of service to customers, it is 
not considered an operating expense and should not be included in the computation of 
cash working capital. 

Furthermore, including interest expense in the cash working capital computation would 
be inconsistent with the determination of the Company’s revenue requirement. Since 
interest expense is not an operating expense, it is not included in the calculation of the 
Company’s revenue requirement. Rather interest rates and overall levels of debt and 
equity are used to determine a weighted average cost of capital which is applied to the 
rate base to determine the level of operating income allowed after payment of operating 
expenses. The equity return included in the weighted average cost of capital is a market 
driven rate that integrates numerous factors including the lag associated with interest 
expense. Including interest expense in the computation of cash working capital would 
create an unnecessary secondary assessment of interest expense lag and create an 
unbalanced working capital analysis that unfairly ignores lag associated with equity 
returns. 

Lastly, debt is often used to fund items that are not included in rate base or allowed in 
operating expenses. This is why interest expense is not directly included in the revenue 
requirement and another reason why it should not be considered in the cash working 
capital computation. Some typical uses of debt for items not included in rate base or 
allowed expenses include funding construction work in progress, funding plant 
determined to be not used and useful (excess capacity), funding nonutility plant, and 
#funding short-term cash flow demands. If interest expense lag is included in cash 
working capital computation, to maintain consistency, adjustments would need to be 
made to accommodate all uses of debt (and related interest expense) that are not included 
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L 
in rates or allowable expenses. The needed adjustments would be difficult to quantify and 
are unnecessary if interest expense is properly excluded fiom the cash working capital 
computation. 

In summary, excluding interest from the cash working capital computation is consistent 
with traditional definitions of cash working capital, maintains consistency with 
determination of the company’s revenue requirement and avoids adjustments needed for 
interest expense applicable to items not included in the revenue requirement. 

Estimated Interest and Lap; Days 

IDA Series 2007A - Interest is paid semi-annually on the first day of the month 
following the period end. During the test year, $628,588.80 in interest was paid on 6-1- 
201 1 and $628,588.80 in interest was paid on 12-1-2012. 
c 

Zenon / Liberation Capital - Interest is paid quarterly on the last day of the period end. 
During the test year, $68,768.39 in interest was paid on 9-30-201 1 and $64,168.39 in 
interest was paid on 12-29-201 1. 

Hardknocks Ltd. - No interest due or paid. 

Scott Spencer - Interest was paid in the amount of 28,639.56 on 12-9-1 1 for the period 9- 
29-2010 through 11-30-2011. 

Harry Elliott - No interest due or paid. 

Gallager & Kennedy - No interest due or paid during test year. 

Scherchert Trust - Principal and interest payments are made as funds are available. See 
file GB 1.6 Schechert Trust Amortization.pdf for an amortization schedule showing 
payments dates and interest amounts. 
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Attachment GB-1.6 

Payor. Far West Water & Sewer, Inc. 
Payee: Schecherl TNS~ 

Interest Rate = 10.00% 

Carry Additional ACCNed 
Date Days Cldl Payment Interest Forward Advance Interest Paid Interest Principal Balance 
4/29/2011 Beginning Balance $ 150,OOO.OO - -  
5/3/2011 4 t - $  
5/3/2011 
5/3/2011 
5/4/2011 
5/20/2011 
5/25/2011 
6/8/2011 
6/16/2011 
6/21/2011 
6/27/2011 
6/28/2011 
711 11201 1 
7/mo1 1 
7/27/2011 
7/28/2011 
7/29/2011 
8/2/2011 
8/18/2011 
8/19/2011 
8/22/2011 
8/23/2011 
8/24/2011 
8/24/2011 
8/26/2011 
8/31/2011 
9/6/2011 
9/7/2011 
9/19/2011 
9/19/2011 
9/21/2011 
9/21/2011 
9/21/2011 
9/22/2011 

0 
0 
1 
16 
5 3454 
14 
8 
5 
6 3470 
1 
13 
11 
5 
1 3485 
1 
4 
16 
1 
3 
1 
1 
0 
2 
5 3500 
6 
1 
12 
0 
2 
0 
0 
1 

18.936.07 

18.333.33 

66,000.00 

16,333.33 

12.500.00 
7,500.00 
20,000.00 
10,000.00 
20,OOO.oo 
5,000.00 
7,000.00 
18,333.33 
32,000.00 
7.OOO.00 
20,000.00 
20,000.00 

164.38 $ 164.38 $ 239,879.00 5 - $ 164.38 5 239,879.00 

169.79 
3.812.56 
1,326.42 
3.667.94 
2,643.91 
1,789.43 
2.259.10 
374.33 

5,222.48 
4,230.95 
1,957.41 
412.03 
406.61 

1.662.66 
7,198.57 
449.03 

1,341 2 8  
441.98 
439.36 

865.27 
2.154.77 
2.559.13 
416.46 

4,999.83 

814.13 

414.46 

164.38 
164.38 
334.18 

4,146.76 
5.475.17 
3,667.94 
6,311.65 
6.101.26 
10,360.37 
374.33 

5.596.81 
4,230.95 
6,188.36 
6.600.39 
408.81 

2.071.47 
9.270.05 
449.03 

1,341.28 
441.98 
439.36 

865.27 
2,154.77 
2.559.13 
418.46 

4,999.63 

814.13 
614.13 
814.13 

1,228.59 

129,865.50 
100,000.00 
250.wO.00 
100,000.00 

250.000.00 
100.OOO.00 
68,000.00 

100,000.00 

25.000.00 
75,000.00 

25.000.00 
125,OOO.OO 

5,000.00 
2,000.00 
20,000.00 
2.OOO.00 

5,475.1 7 

10,360.37 

5.596.81 

6.600.39 

9,270.05 
449.03 

1,341 2 6  
441.98 
439.36 

865.27 
2,154.77 
2,559.13 
418.46 

4,999.63 

164.38 
164.38 
334.18 

4,146.76 

3.667.94 
6.31 1.85 
8,101 2 6  

374.33 

4,230.95 
6.168.36 

408.81 
2.071.47 

614.13 
814.13 
814.13 

1.228.59 

129.865.50 
100,000.00 
250,000.00 
100,000.00 
(1 3,460.90) 
25O,Mx).OO 
100,000.00 
68,000.00 
(7,972.96) 
100,000.00 
(62.403.1 9) 
25,000.00 
75,000.00 
(1 1,732.94) 
25.000.00 
125,000.00 

(7.050.97) 
(18,658.72) 
(9,558.02) 
(1 9,560.64) 

(6.134.73) 
(16,178.56) 
(29,440.87) 
(6.561.54) 
(15,000.17) 
(20,000.00) 
5,000.00 
2,000.00 
20,000.00 
2,000.00 

(3.229.95) 

(5,000.00) 

389.879.00 
519,744.50 
619,744.50 
869,744.50 
969,74450 
956,283.60 

1.206.263.60 
1.306.263.60 
1,374,283.60 
1,366,310.64 
1,466,310.64 
1,403,907.45 
1,428,907.45 
1,503,907.45 
1.492.174.51 
1.517.174.51 
1,642.174.51 
1,638.944.56 
1.631,893.56 
1,613,234.87 
1,603,676.65 
1.584.1 16.21 
1,579,11621 
1,572,981.48 
1,556,602.92 
1,527,362.05 
1,520,780.50 
1,505,780.33 
1,485,780.33 
1,490,780.33 
1,492.780.33 
1.512.780.33 
1.514.780.33 



Payor: Far West Water 8 Sewer, Inc 
Payee: Schecherl Trust 

Interest Rate = 10.00% 

0 
1 
3 
0 
0 
3 
1 
3 
1 
0 
1 
0 
1 
0 
1 

1 1  
1 
1 
1 
3 
1 
1 
1 
1 
4 
1 
0 
2 
0 
0 
0 
3 

5,000.00 

12,000.00 
7,500.00 
2,000.00 
20.000.00 

3526 18.333.33 
40,000.00 

40.000.00 

25.000.00 
35.000.00 

50,000.00 

50,000.00 

50,000.00 
50.000.00 

45,000.00 
3560 18,333.33 

35,000.00 

40.000.00 
35.000.00 

Carry Additional Accrued 
Date Days CW Payment Interest Forward Advance interest Paid Interest Principal Balance 
9/22/2011 0 20.000.00 1.228.59 1.228.59 (18,771.41) 1,496.008.92 
9/22/2011 0 2.000.00 (2,000.00) 1,494.008.92 
9 m o 1 1  
9/23/2011 
9/26/2011 
9/26/2011 
9/26/2011 
9/29/2011 
9/30/2011 
10/3/2011 
10/4/2011 
10/4/2011 
10/5/2011 
10/5/2011 
10/6/2011 
10/6/2011 
10/7/2011 
10/18/2011 
lO/l9/2011 
10/20/2011 
10/21/201 1 
10/24/2011 
10/25/2011 
10/26/2011 
10/27/2011 
10/28/2011 
11/1/2011 
1 1 /2/20 1 1 
11/2/2011 
1 1/4/2011 
11/4/2011 
11/4/2011 
11/4/2011 
11/7/2011 

407.95 
1.223.84 

1.207.51 
397.36 

381.81 

391.39 

387.50 

387.60 
4.1 59.32 
391.82 
379.37 
393.07 

1.1 38.74 
393.28 
380.00 
366.40 
378.73 

1,466.43 
361.99 

724.17 

1,177.33 

1,111.51 

407.95 
1,631.79 

1,207.51 
397.36 

381.81 
381.81 
773.20 

387.50 
387.50 
387.60 

4,159.32 
4,551.14 
379.37 
772.43 

1,138.74 
1,532.01 
380.00 
366.40 
745.14 

1,466.43 
361.99 
361.99 
724.17 
724.17 
724.17 

i.ir7.33 

1.1 11.51 

1,631.79 
407.95 

10,000.00 
25.000.00 

25,000.00 
25,000.00 

50.000.00 

50.000.00 

50,000.00 

45,000.00 

35,000.00 

40.000.00 
65,000.00 

50,000.00 

1,207.51 
397.36 

1.177.33 

773.20 

387.50 
387.60 

4,551.14 

772.43 

1,532.01 
380.00 

745.14 
1,466.43 

361.99 

724.17 

381.81 
381.81 

387.50 

4.1 59.32 

379.37 

1,138.74 

366.40 

361.99 

724.17 
724.17 

1.1 11.51 

(5,000.00) 

(10.368.21) 
(7,500.00) 

(18.792.49) 
(17.935.97) 
(38,822.67) 
1o.ooo.00 
25,000.00 
(39,226.80) 
25.000.00 
25.000.00 
(24,612.50) 
(34,612.40) 
50,000.00 
(45.448.86) 
50,000.00 
(49,227.57) 
50,000.00 
(48.467.99) 
(49.620.00) 
45,000.00 
(44.254.86) 
(1 6.866.90) 
35.000.00 

40,000.00 
65.000.00 
(39,275.83) 
(35,000.00) 
50.000.00 

(2.000.00) 

(34,638.01) 

1,489,008.92 
1,489,008.92 
1,478.640.71 
1,471.140.71 
1,469,140.71 
1.45O.348.22 
1,432,412.25 
1,393,589.57 
1,403,589.57 
1,428.589.57 
1,389,362.77 
1,414,362.77 
1.439,362.77 
1,414.750.27 
1,380,137.87 
1,430,137.87 
1,384,689.01 
1,434,689.01 
1,385,461.44 
1,435,461.44 
1,386,993.45 
1.337.373.45 
1,382,373.45 
1,338,118.59 
1,321,251.69 
1,356,251.69 
1,321,613.68 
1,361,613.68 
1,426,613.68 
1.387337.85 
1,352,337.85 
1,402,337.85 



Payor: Far West Water 8 Sewer, Inc. 
Payee: Schechert TNS~ 

Interest Rate = 10.00% 

0 50.000.00 
0 65,000.00 
1 50.000.00 
1 
4 50,000.00 
3 
1 
0 
3 25,500.00 
0 50.000.00 
1 
0 65,000.00 
1 
0 40,000.00 
2 
0 15,000.00 
3 40.000.00 
1 1,500.00 
2 39017 18,333.33 

20 
2 
4 
4 558,487.78 

f 1,931,923.83 

Carry Additional Accrued 
Date Days Ck# Payment interest Forward Advance Interest Paid interest Principal Balance 
11/8/2011 1 384.20 1.495.71 50,000.00 1.495.71 50,000.00 1.452.337.85 
11/8/2011 
11/8/2011 
11/9/2011 

11/10/2011 
11/14/2011 
1 1 /17/2011 
11/18/2011 
11/18/2011 
11/21/201 1 
11/21/2011 
11/22/2011 
11/22/2011 
11/23/2011 
11/23/2011 
11/25/2011 
11/25/2011 
11/28/2011 
11/29/2011 

12/1/2011 
12/21/2011 
12/23/2011 
12/27/2011 
12/31/2011 

366.80 
353.21 

1.467.62 
1,061 .ll 

371.51 

1,176.59 

372.23 

365.48 

717.46 

1,097.33 
355.12 
728.79 

7,191.42 
839.69 

1.734.17 
1.788.97 

1,495.71 

366.80 
353.21 

1,820.82 
1,061.11 
1,432.63 
1,432.63 
2,609.22 

372.23 
372.23 
365.48 
365.48 
717.46 
717.46 

1,097.33 
355.12 
728.79 

7.191.42 
8,031.1 1 
9,76528 

11.554.25 

50.000.00 

65,000.00 
50.000.00 
25.500.00 

40,000.00 

15,000.00 

40.000.00 

35,000.00 

220,000.00 
50,000.00 
50,000.00 

f 2,927,244.50 

1,495.71 

366.80 

1,820.82 

2.609.22 

372.23 

365.48 

717.46 
1,097.33 

355.12 
728.79 

11,554.25 
f 90,179.28 

353.21 

1,061.11 
1,432.63 
1,432.63 

372.23 

365.48 

717.46 

7,191.42 
8,031.11 
9,765.28 

(48,504.29) 
(65,000.00) 
(49,633.20) 
50,000.00 

(48,179.1 8) 
65,000.00 
50.000.00 
25,500.00 

(22,890.78) 
(50,000.00) 
40,000.00 

(64,627.n) 
15,000.00 

(39,634.52) 
40,000.00 

(14.282.54) 
(38.902.67) 
33,855.12 

(17,604.54) 
220,000.00 
50.000.00 
50.000.00 

(546,933.53) - 
f 

1.403.833.56 
1,338,833.56 
1,289,200.36 
1,339,200.36 
1,291,021.19 
1,356,021.19 
1,4C6.021.19 
1,431,521.19 
l$J8,630.41 
1,358,630.41 
1.398.630.41 
1,334,002.63 
1,349,002.63 
1,309,368.1 1 
1.349.368.1 1 
1,335.085.58 
1,296,182.91 
1,330,038.02 
1,312,433.48 
1.532.433.48 
1,582,433.48 
1,632,433.48 
1,085.499.95 
1,085,499.95 



EXHIBIT 

DISCHARGE AUTHORIZATION 

Arizona ADEQa of Environmental Department Quality 

'errnittee Information: 1 county: Yuma 
II 

Jame Far West Water and Sewer Inc. ADEQ File No. 20061202 

iddress 13 157 East 44Ih Street Project Name: Forcemain 
Palm Shadows Pump Station and 44' Street 

1 LTF #: 52962 Yuma, AZ 85367 
Project Location: 
The Palm Shadows Pump Station is located on the East of Avenue 9-1 12 E and north of 40' 
Street in the Yuma Foothills, on the west end of the Far West Service Area. 
Project Description: 

- Installed Installation of approximately 25,800 linear-feet of 12-inch PVC C-900 force main, 700 
linear-feet of 12-inch DIP force main, 200 linear-feet of 14-inch HDPE force main, 1 lift station, 
and related appurtenances. 

'roject Type(s) 

1 Gravity 

Lift Station 

a Force Main 

7 Other: 
Design Documents Approved Treatment Facility 
or Construction WWTP Name: Section 14 WWTP Permitted Design Flow: 1.3 MGD 

Date APP Number 105014 Affirmation, Date: 07/28/10 
System Capacity 

tp_c!!..m.e_nt. -. _. . _. 
kgineer's 
Zertificate of Sewage Collection System 
2ompletion 10/28/10 Capacity Affirmation Date: 07/28/10 

:ldldon Tests -Lo~~t~.n_.o_fDown_str_elc_m_En~ oEYs!.rp.ProPE! E?!.@n _. - .- _. - -. - I :I 1 Range 22W Section 03 Yi  Township 18N 
Jniform Slope 

I 
07/2 1/11 Latitude 34 O 58 ' 00 " N ,eakage Tests 

4s-built Plans 10/27/11 Longitude I 114 36 00 " w 
Description of Area Served by Project: 

The applicant constructed the Plan Shadows lift station but did not construction l i f t  station #I6 
in the approved construction plans. 

Tests 

Manhole Tests N/A 

'2'15'1 ' 

Discharge Authorization: This Discharge Authorization is issued in accordance with Arizona Administrative Code Title I8 
Chapter 9, Article 3, Part A, Section A301. The permittee is authorized to discharge from the facility at the location specified hereir 
under terms and conditions of the general permit and applicable requirements of Arizona Revised Statutes Title 49, Chapter 2, an( 
Arizqna Administive Code Title 18, Chapter 9. 

---- 
ERP: 11-0427 

REVISED MARCH 2006 
I 1 10 WEST WASHINGTON, PHOENIX, AZ 85007 

WWW.AZDEQ.GOV 

http://WWW.AZDEQ.GOV


ARIZONA CORPORATION COMMISSION 
UTILITIES DIVISION 

ANNUAL REPORT MAILING LABEL - MAKE CHANGES AS NECESSARY 
. .-- . - . __ . . . .. . __ ... . -. . .. .-. . . --. . . - . . .. -. - . - . . . . - ... .- 

WS-03478A 
Far West Water & Sewer, Inc. 

13157 E. 44th Street 
Yuma, AZ. 85367 

RECEIVED 
JUL 0 6  2012 
AZ CORP COMM 
Director - Utilities 

ANNUAL REPORT 
Water & Sewer 

FOR YEAR ENDING 

I 12 1 31 I2011 I 

FOR COMMISSION USE 
I A N N O ~  I 11 I 

I 



I COMPANY NAME: Far West Water & Sewer, Inc. 

Name of System: Wastewater Inventory Number (if applicable): 44-004 

MONTBlYEAR NUMBER OF TOTAL MONTRLY 
(Most Recent 12 Months) SERVICES SEWAGE FLOW 

January 7,498 See Attachment J 

WASTEWATER FLOWS 

SEWAGE FLOW ON 
PEAK DAY 

See Attachment K 

March 

April 

May 
June 

7,624 1 I February I 
7,727 

7,737 

6,955 

6,732 
July 6,694 

1 September 

August 

6,662 I 
6,636 

I November 

October 

6,967 I 
6,691 

December 

PROVIDE THE FOLLOWING INFORMATION AS APPIJCABLE 
PER WASTEWATER SYSTEM 

7,463 

Method of Effluent Disposal 
(leach field, surface water discharge, reuse, injection wells, groundwater 
recharge, evaporation ponds, etc.) 
Groundwater Permit Number 

ADEQ Aquifer Protection Permit Number 

ADEQ Reuse Permit Number 

EPA NPDES Permit Number 

N\A 

See Attachment I. 

See Attachment I. 

N\A 

Note: IBou are fding for more than one system, please provide separate sheets 
for each system. 

Reuse 72% 
Percolation 28% 

19 



VERIFICATION 
AND 

SWORN STATEMENT (SEWER) 
Intrastate Revenues Only Directox - VERIFICATION 

STATEOF Az 
I, THE UNDERSIGNED 

OF THE 

FORTBEYEARENDING 
MONTH DAY YEAR 

12 31 2011 

IN ACCORDANCE WITH TRE REQUIREMENT OF TITLE 40, ARTICLE 8, SECTION 40- 
401, ARIZONA REVISED STATUTES, IT IS HEREIN REPORTED THAT THE GROSS 
OPERATING REVENUE OF SAID UTILITY DElUVED FROM ARIZONA INTRASTATE 
UTILITY OPERATIONS DURING CALENDAR YEAR 2011 WAS: 

Arizona Intrastate Gross Operating Revenues Only ($) 

$ 2,239,713 

(TE1EAMOUNTINBOXABOVE 
INCLUDES $ -0- 
I N  SALES TAXES BILLED, OR COLLECTED) 

**REVENUE REPORTED ON THIS PAGE MUST 
INCLUDE SALES TAXES BILLED OR 
COLLECTED. IF FOR ANY OTHER REASON, 
THE REVENUE REPORTED ABOVE DOES NOT 
AGREE WITH TOTAL OPERATnVC REVENUES 
ELSEWHERE REPORTED, ATTACH THOSE 
STATEMENTS THAT RECONCILE THE 
DIFFERENCE. (EXPLAIN IN DETAIL) 

SUBSCRIBED AND SWORN TO BEFORE ME 

A NOTARY PUBLIC LN AND FOR THE COUNTY OF 

TELEPHONE NUMBER 

THIS ?G+k DAY OF 2012 
1 

24 



WWTP 

Marwood 
14000 E. 56th St. 

Section 14 
12651 Avenue 14E 

MDS - Villa Royale 
12342 E. Del Rico 

MDS - Del Or0 
1 171 7 Omega Lane 

MDS - Del Rey 
12342 E. Del Rico 

Seasons 
10301 County 10th St. 

Far West Water & Sewer, Inc. 
Wastewater Division 

Inventory Number 44-004 
Wastewater Plant Design Capacities 

201 1 
Attachment E 

TREATMENT TYPE 

SBR 

MBR 

Ext. Aeration 

MBR 

Ext. Aeration 

SBR 

DESIGN CAPACITY 

340,000 GPD 

1,300,000 GPD 

10,000 GPD 

495,000 GPD 

37,500 GPD 

150,000 GPD 

32 



Facility 

Marwood WWTP 
(Far West Sewer WWTP) 
14000 E. 56th Street 

Section 14 WWTP 
12651 S. Ave. 14E 

MDS - Del Oro WWTP 
1171 7 Omega Lane 

Seasons WWTP 
10301 Co. 10th St. 

Del Rey WWTP 
12342 E. Del Rico 

Villa Royale W W JP 
12342 E. Del Rico 

Far West Yard 
12500 Foothills Blvd 

Far West Water & Sewer, Inc. 
Wastewater Division 

Inventory Number 44-004 
Wastewater Structures 

201 1 
Attachment G 

Palm Shadows Lift Station 
9700 E. 40th St. 

Structures 

Wood Frame, Stucco, Comp Roof 
672 Sq. Ft. Bldg, 6 Ft. Block Wall I Chain Link Fence 
Wood Frame, Stucco, Metal Roof 
14,100 Sq. Ft. Building 
.34 MGD C.L.E.A.R. WWTP 

Wood Frame, Stucco, Cornp Roof 
3,360 Sq. Ft. Control Building 
936 Sq. Ft. Lab Building 
1,800 Sq. Ft. Screening, Sludge Building 
480 Sq. Ft. Aeration Blower Shade Structure 
IO'  x 32' Fiberglass Lift Station 
1.3 MGD MBR WWTP 
Surrounded with 8 Ft. Block Wall 

Wood Frame, Stucco, Comp Roof 
2,160 Sq. Ft. Control Building 
800 Sq. Ft. Lab Building 
517 Sq. Ft. Zenon Mobile Temp Plant Metal Building 
I O  x 18 Fiberglass Lift Station 
.495 MGD MBR WWTP 
Surrounded with 6 Ft. Block Wall 

Wood Frame, Stucco, Comp Roof 
980 Sq. Ft. Bldg, 6 Ft. Block Wall 
10' x 30' Fiberglass Lift Station 
.I50 MGD C.L.E.A.R. WWTP 

.040 MGD Santec WWTP 
Surrounded with 6 Ft. Chain Link Fence 

.020 MGD Santec WWTP 
Surrounded With 6 Ft. Block Wall 

Wood Frame, StuccoNVood Siding, Comp Roof 
216 Sq.' Ft. Shop Bldg, Surrounded with 6 Ft. Block 
Wall 

Wood Frame, Stucco, Comp Roof 
980 Sq. Ft. Bldg., 6 Ft. Chain Link Fence 
10' x 28' Lift Station 

34 



WWTP 

Marwood 

Section 14 

MDS - Villa Royale 

MDS - Del Oro 

MDS - Del Rey 

Seasons 

Palm Shadows 

Far West Water & Sewer, Inc. 
Wastewater Division 

Inventory Number 44-004 
ADEQ Permit Numbers 

201 1 
Attachment I 

APP NUMBER REUSE NUMBER 

102829 

105014 

100221 

101816 

101814 

10361 8 

103608 

R102829 

R105014 

R100221 

R10022 

R10022 

NU4 

N\A 
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Project Infomation 1 1 Purchase Order Infomation 

I (Date  Jul16.2008 
~- 
Project # 154 
Title Section 14 Wwrp 

Address 12651 Ave 14E 

From 
contact Andy Capeslro 
Company Far West Sewer 
AddFeSS 13157 East 44th Sbeet 

City, State, Zlp 
Country 
Phone 9283421238 
Fax 9283427108 

Yuma, Arizona 85367 

City, State, ZTp Yuma AZ 05367 

Supplier 
Contact 
Company 

PO # ooo12 I 
Subject Ultrawolet Disinfection Unlts 
Shipped via 
F.0.R Pant Section 14 W 
Terms Per Anached 

1 
Michael Shwtt 
Trojan Technologies. Inc 

Address 3020 Gore Road 
CIO 

City, State, Zip 
Counfry Canada 
Phone 519-457-3400 
Fax 519-457-3030 

Ray bndsey Company (Bob Nelson) 
Londaon Ontano N5V4T7 

1 EXHIBIT h 

Sellets Slgnahrre 
Aumonzed BY Date 

70 7/08 

Subtotal = $229 560.00 

TaX=SOoO 

Total = 929.560 W 

+ Rmewefs lnmals 

P a g e l o f 1  



*-e :.;:. 
TROJAN Uv- 

WATER CONFIDENCE' 

SCOPE OF SUPPLY FOR FAR WEST WATER 81 SEWER INC. - SECTION 14 WASTEWATER 
TREATMENT PLANT 

ULTRAVIOLET DISINFECTION EQUIPMENT -TROJAN PWW 32AL50 SYSTEM 

Proiect Name: . 

Consultinq Enclineer: Coriolis, LLC 

Far West Water 8 Sewer Inc. Section 14, AZ 

SDecifica tion: 11395 (06-24-08) 

Submitted Bv: Mike Shortt 

Troian Quote: 

Deslnn Crlteria: Peak Flow: 

1066326 - June 30,2008 

Peak Flow per Unit: 
Minimum Flow: 
Number of Reactors: 
Design UV Transmisslon: 
Total Suspended Solids: 
Turbidity: 
Particle Size: 
Disinfection Limit: 
Deslgned Dose: 

1.35 MGD 
690 GPM 
0 MGD 
3 
65 %Urn, mlnimum 
4 0  mglL 
4 . 0  NTU 
10 microns 
Arizona A+ Water Quality Standard 
80 mJlcmZ 

We are pleased to submit the following scope of equipment based on the above criteria, The equipment described 
herein is named as the basis for the design. 

The purchaser is responsible for reading all information contained in this Supply Contract Trojan will n d  be held 
accountable for the supply of equipment not specifically detailed in this document. Supplemental Terms and 
Conditions are attached to this document. Detailed installation instructions are provided with the shop drawings 
and are available upon request. Changes to the attached Scope of Supply that affect selling price will be handled 
through a change order. 

Trojan is committed to supplying the best technology it has available at the time of manufacturing. This includes 
the most recent, reliable version of all parts such as sensors, wipers, lamps, ballasts, controls programs, etc. 

This proposal has been respectfully submitted by, 
Trojan Technologies Inc. 

Mike Shortt 
Regional Sales Manager 

TROJAN TECHNOLOGIES IMC. 
3020 GORE ROAD. LONDON, ONTARIS, CANADA N5V 4T7 T 518 457.3400 F 518 457.3030 WWW TROJANUV.COM 

http://TROJANUV.COM


Far West Water & Sewer Inc. Section 14, AZ 
UV Disinfection System Scope of Supply 

Page 2 of 4 

ULTRAVIOLET REACTORS 

Trojan's Responsibility: 
The Ultraviolet Reactor(s) shall be supplied with all necessary internal equipment such as UV lamps, quartz 
sleeves, Automatic Cleaning System, intensity sensor(s). high temperature switch and level sensor. The UV 
lamps, quartz sleeves and intensity sensor(s) will be packaged separately and will be installed by a Trojan service 
representative prior to start-up. 

Quantity: 
Material of Construction: 
InleVOutlet Connection: 8" AWWA Flanges 
UV Lamps: 32 per reactor 
UV Intensity Sensors: 1 per reactor 
Automatic Cleaning System: Automated mechanical cleaning 
Reactor Weight: 360 Ibs each 

Installation Contractor's Responsibility: 
The Installation Contractor is responsible for installation of the UV Reactors into the plant process piping, The.UV 
Reactors must be installed such that they remain full of water at all times during operation and are provided with a 
means to automatically vent air to prevent a build up within the reactor. Each UV Reactor shall be installed with a 
means of isolating and draining the reactor where required for servicing. 

Supply of a l l  required mounting bolts, gaskets o r  associated pipe supports requlred for the Wreac tor  
installation and mounting are the responsibility of the Installation Contractor. Associated equipment Such 
as valves, flowmeters, etc. is the responsibility of the Installation Contractor. 

CONTROL POWER PANELS (CPPl 

Trojan's Responsibllity: 
One Control Power Panel (CPP) shall be supplied to distribute power, monitor, and control each UV Reactor. 

Quantity: Three (3) Control Power Panels 
Ba I last: 16 electronic ballasts per CPP 
Panel Size: 4 0  wide x 84" high x 18" deep 
Material of Construction: Painted Mild Steel 
Enclosure Rating: Type 12 ventilated 
Approximate Weight: 400 Ibs 

Installation Contractor's Responsibility: 
The Installation Contractor to be responsible for indoor installation of the PDC as indicated on the drawings. The 
Installation Contractor to be responsible for the supply, installation and connection of the following at each of the 
Power Distribution Centerb): 

1. One (1) 4801277 V, 3 phase, 4 wire plus ground power feed with local disconnects to each CPP. 
2. Wiring of UV Reactor to the associated Control Power Panel (cable provided by Trojan) 
3. Connection of all communication and power conductors. 

Three (3) Trojan PWW 32AL50 Model Ultraviolet Reactors 
SS316L reactor chamber 

All Interconnect conduit and local disconnects (except where specified to  be supplied by Trojan) are the 
responslbility of the INSTALLATION CONTRACTOR 

Scope of Supply generated by: Carl McDonald 
July 17, 2008 

s 



Far West Water 8, Sewer Inc. Section 14, AZ 
UV Disinfection System Scope of Supply 

SYSTEM CONTROL CENTER tSCCl 
Trojan’s Responsibility: 
One System Control Center (SCC) shall be supplied to monitor and control the UV System and shall consist of the 
following: 

Controller Type: 
Operator Interface: 
Panel Size: 
Material of Construction: 
Enclosure Type: Type 12 t 

Approximate Weight: 300 Ibs 

Installation Contractor‘s Responsibility: 
The Installation Contractor to be responsible for indoor installation of the SCC as indicated on the drawings. The 
Installation Contractor to be responsible for the supply, installation and connection of the following at the 
Control Center 

Page 3 of 4 

Allen Bradley Compact Logix 
Allen Bradley Panelview 1250+ 
42” dde x 78” high x 18” deep 
Painted Mild Steel 

1. One 120V, 1 phase, 2-wire plus ground power feed. 
2. One serial communication link of two twisted, shielded pairs (1 8 gauge) from the PDC. 
3. Analog signal from plant flow meter. 
4. Serial communication link to SCADAvia Ethernet. 

All conductors, conduits and local disconnects are the responsibility of the INSTALLATION 
CONTRACTOR. 

CHEMICAL CLEANING SYSTEM 

Trojan’s Responsibility: 

A Chemical Feed System shall be supplied to be used in conjunction with the automatic cleaning system. 

Quantity: 
System Components: 

One (1) Chemical Feed System to be supplied 
One (1) skid (2’ x 3’) induding: 

One (1) X hp Stainless Steel Pump 
One (1) 100 liter PE tank with level switch 
One (1) set of valves 
One (1) iwline flow sensor 
One (1) control panel for the pump 
One (1) chemical containment Skid 

Two (2) “three way” hubs to attach at the drain of each of the reactors sufficient 
PVC piping to interconnect the reactor to the skid. 

System Accessories: 

Installation Contractor‘s Responsibility: 
The Installation Contractor to be responsible for installing all components of the cleaning system. 

SPARES PARTS AND SAFETY EQUIPMENT 

Trojan’s Responsibility: 

The following spare parts and safety equipment will be supplied with the UV system: 

8 UVLamps 
8 UV Quartz Sleeves 
z UV Ballast 
1 
8 

Operator Kit (Includes face shield) 
Lamp sockets, wrings, washers & nuts 

Scope of Supply generated by: Carl McDonald 
July 17, 2008 



Page 4 of 4 Far West Water & Sewer Inc. Section 14, AZ 
UV Disinfection System Scope o f  Supply 

DOCUMENTATION (SHOP DRAWINGS AND O&M MANUALS) 

Trojan’s Responsibility: 
The following documentation will be supplied to the contractor by Trqan per the following schedule: 
5 
5 

INSTALLATION INSPECTION AND CERTIFICATION 

Trojan shall inspect and certify that the UV equipment has been properly installed and connected prior to the 
commencement of the start up and commissioning services. In parb;cular, Trojan personnel will be present when 
the equipment arrives, for a post installation inspection and upon start up. 

STARTUP AND COMMISSIONING 

Trojan’s Responsibility: 
The following service will be supplied by Trojan: 

1. Installation and Start-up: 3 days 
2. Performance Acceptance Testing: 2 days 
3. Operator Training: 1 day 

copies of submittal 12-14 weeks after receipt of written purchase order 
copies of Trojan Standard O&M Manual at time of equipment delivery 

EXCEPTIONS/CLARIFICATlONS TO PROPOSAL 

11395 2.05 D. UV Lamp Intensity Monitor 1. Trojan Will provide I UV Intensity monitor (sensor) per reactor as 
supported by 11 395 2.03 B.1 .f. rather than the quantity two (2) specified in section 2.05 D.1. 

11395 2.07 8.4 Trojan will provide air conditioners per panel for cooling. Airlwater heat exchangers are not 
recommended due to fouling of the Intake tubes. 

WARRANTY 

Trojan Technologies will warrant the equipment and parts (excluding lamps) for 12 months after start-up or 18 
months after shipment, whichever comes first. The UV lamps are 100% warranted up to 9,000 hours of operation 
and warranted on a pro-rated basis from 9,000 to 12,000 operating hours. The UV ballasts are 100 % warranted 
up to 1 year of operation and warranted on a pro-rated basis from 1 year to 5 years. 

SELLING PRICE 

$229,560 US 

Price is valid for 45 days from the date of this proposal 

PAYMENT TERMS &CONDITIONS 

10% Upon Approved Submittals 
80% Upon Delivery of Equipment to Site 
10% After Final Acceptance 
Net 30 days 
Freight paid to jobsite 
Selling price does not include any duties or taxes, which may be applicable 
Refer to attached Terms and Conditions for additional details 

EQUIPMENT DELIVERY 

The equipment will be fabricated by Trojan and shipped 14 - 18 weeks after approval of submittals. 

Scope of Supply generated by: Carl McDonald 
July 17, 2008 
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TERMS AND CONDlTJONS OF SALE 

All purcha~ewdrnshall bcaddressedbythcpurchaser(the"Customer") 
toTrqanTechnol~tr("Trqan")andshall  wtbccffccnveunnlacceped 
by Trojan A p u r c k  order accepted by Trojan shall constitute an 
agreement beweenTrojanand the Customer. the i e m  and conditlons of 
winch are sct oui M o w  
1. CONSTRUCTION AND LEGAL EFFECT 
?hc sale by Trojan to the Customer of the eqlupment (the *Equipment") 
listed in the Scope of Supply, as the kope of Supply IS amended by any 
applocnble change ordcr (collccl~vely. the "Scope of Supply") and any 
XMCP supplied by Trcjan in cormection thami th  (the TeMces") will 
be solely u p  the terms and conditions set out hcrcin These t e m  and 
condiuons shall supercede all prmr agreemaU and communieanons. 
w n M  01 oral, with w e n  to such sak Any additional of different 
terms and condtuons containwl in any purchas order. orda 
acknowledgement or o t k r  communicakm of the Customer. and any 
w~uvaamodificaoonofanyiomsandeondit ionssd~thmin,wil l~ 
be binding on Tro~an unlas specifically consented to tn imnng by an 
authonred representative of Trojan 
2. EQUIPMENTAND SERVICES SUPPLIED 
Trojan will supply only the specific Equipment and Services listed in the 
Scope of Supply Trojan assumes w responsibility to supply other 
eqlupment or services 
3. PRICES 
Pnces for the Equipmcnt and Semices a n  as spwified in tk agnement 
instal la no^ mantenme and any other services which rdate IO the 
Equipment are not included unless specifically pruvidcd for in thc kopc 
of Supply or in thrse t e r n  and cond~orr r  T k  amount ofany present n 
future exc~se. sales. us+ value-added or similar !m. dug or clher 
governmental charge applicable to the prcduchon sale h p m a n  a usc of 
Equipmmt or Serviccs wll be the responsibility of Customer and will be 
tn addiuon IO the pices set out in tho agreement unless the Customer 
provides Trojan with an applicable excmpuon certificate 
4. PAYMENT 
4 I Unless otkrwise noted in the Scopr of Supply, 10% of the purchnsc 
pnce for rhe Equipment IS due 30 days aftcr approval of cngincenng 
subminals, 8 0 1  of the purchase price is due 30 days aftcr the Dclrvcry 
Dale (as ddined below) and 10% ofthe purchase pnce i s  due 30 days 
a k r  thc Acceptance Date (rs dzfined below), provided that if the Start- 
Up Date IS less than 30 days afln the Acceptance Date. %Yo of the 
purchase pricc 1s due on or bcforc the Slatt-Up Datc Nonvidalanding tk 
foregoingTmpn may require cash on delivery or siopthc Equipmew in  

transiLifii hasany connrnastoCustomersablit) tomakepaymcntorif 
it otherwise feels insect 
4 2 Where the Customer i s  mpomble  for any delay In shipment by 
Trojan. thc dale on which the Equipmcnt is ready for shipment oy Trojan 
may be treated by it asthe Delivq Date for purposes ofdcteminingthc 
bme of payment of the purchase pnce In such even1 the Equipment 
ready for shipment shall be held a: the cost of rhe Customcr and the 
Customer will be responsible for reasonable stom5 and insurancc 
expensn with respect io such Equipment 
5. PACKAGING. SHIPPING, SITESTORACE ANDHANDWNC 
Unless otherwise specifed in wribng by the Customnand wnsenrcd 10 in 
wnung by an authonrcd representative ofTrqan 
(a) Equipmat will be boxcd or crated ar detcrmned appropnate by 
Trojan for prMection against normal handtirg and there will be an exIra 
chargcm thcCustomerforadditional packagngqlured bythecustom5 
with rcspect m wampmofing or other added prokctiow 
(b) ik manna and rwung of shipmnls wll be I Trojan's discrctim 
(c) rcsponsiblity for payment of shipping cos15 to the projeci site will be 
as spcificd tn the Scopeof Supply. 
(d)  any insurance to be ananpd with respect to shipping of thc 
Equprnent will be as specified in the Scope of Supply 
(e) on any shipmem F 0 B Trojan s plant delivery of Equ~pment to the 
initial camcr wdl constatme delivery to thecutoma and Equipmen: wdl 
bc shipped at the C U ~ O ~ I ' S  risk. any clam ofthc Cwtomh for loss or 
damage in trawl must be placed with the m e r  and plrsued bq thc 
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Customer, 
( f )  Customer has sole respmsibility for off-loading stcdage and handling 
ofthe Equipment at the pmject site, 
6. DELIVERY 
6.1 Trojan will request the Customer to provide it with a fmn date for 
delivery ofthe Equipment to the pmject site (the "Delivery Date") which 
Trojan will then use to establish the production schedule for the 
Equipment The Delivery Date will then be binding on the Customer 
except for any changes made in accordance with the provisions below. 
6.2The CustomercanrequestaresckdulingoftheDetiveryDateonone 
occsriononlyby n o h f y i n g T r q a n i n w r i t t n g n o t l e s s t h a n f ~ w ~ ~ ' ~  
to the scheduled Delivery Date. The Customer may request that the 
Deliwry Date be extaded by a period up to six weeks. without penalty, 
but may rot request that the Delivery Date be moved forward. The 
Customer may also requesl that the Delivery Date be extended beyond a 
six week period but, Trojan may w t  agree to such extension, beyond the 
maximum six week extension period 
6.3 Trojan may. in its s d e  discretion. ag&e to change the Delivw Date 
on more than one occasion or if less than four weeks' prim &ice is 
provided of a requested change. but is under no obligatio0 to do so. 
6.4 Trojan reserves the right m reschedule the Delivery Date to a date 
prior to or subsequent to the scheduled Delivery Date io order to 
accommodate its shipping production or other requirements. This right to 
reschedule will be applicable unless otherwise agreed in writing by an 
authorized otTicer of Trojan Trojan will provide the Customer or its 
repreEentative with a minimum of 24 hwrs wtice of any such 
rescheduling. 
6.5 Where any change to the Delivery Date is made at Customer's 
request, for all purpmes with respect to the wananty provided by Trojan 
in connection with the Equipment the initial Delivery Date will be 
considaedU,betheDeliwryDateregerdkrsofanychangelatermadeto 
the Delivery Date. 
6.6 Where any change to the Delivery Date is made at Customer's 
request, M)% of the purchase price for the Equipment is due 30 days after 
the initlal Delivery Date. which will be considered to be the Delivery Date 
reganlless ofany change later made to the Delivery Date. Tne remaining 
payment tm become 20% of the purchase price due 30 days after the 
actual on-rite Delivery Date and Io46 of the purchase price is due 30 days 
after the Acceptance Date (as defined below). 
7. CANCELLATION AND RETURN OF EQUIPMENT 
The whole or any pan ofthis order for the Equipment may be cancelled 
only with the pnor written consent of Trojan If Trojan does consent to a 
cancellation, such cmsent will be given only upon payment ofreasonable 
cancellation charges in an amount determined by Trojan, In addition, 
with r e s p t  to any Equipment which is returned on a cancellation 
consented IO by Trojan, the Customer will pay Trojan's cost of placingthe 
returned Equipment in a saleable conditio& ssles expenses incurred by 
Trojan in connection with such returned Equipment. a reasonable 
restocking charge and freight costs incurred in connection with the 
original shipment and m connection with returning such Equipment to 
Trojan, all in such amounts as are advised to the Customer by Trojan 

8 I Ouring the period between the Delivery Date and t k  Start-up Date, 
Ihe Customer shall prepare the Equipment and the project site for 
installation and start-up and, unless othenvise agreed in writing by an 
authorized representative ofTrojan. shall mmpletew;ceptancrresiin@ with 
respecttotbe Equipment. The Equipmentshallbedeemedtobeaccepkd 
on Ihe  earliest to DCCW of the following dates (the "Acccptance Date"): 
(a) that date on which the Equipment can function in cither manual or 
automatic operation and provide disinfection in accordance with criteria 
specified in the Scope of Supply, or 
(b) 60 days a k r  the Delivery Date. 
8.ZAll amwntswhichremainowingbytheCustomerfortheEquipmag 
including any amount which is specified to be payable on t k  Acceptance 
Date, will be pad by the Customer to Trojan Hithin 30 days after the 
Acceptance DaIe, unless otherwis agreed in writing by an authorized 

a ACCEPTANCE 



TROfANGw . . .  

WATER CONFIDENCE- 

rrpresenmtive of Trojan. 
8.3 Written notification must be given by the Cuslomer to Trojan within 
seven days after the A u z p m e  Dale listing any OldJtanding deficiencies 
withrespecttotheEquipmentandTrojan willuseall reasonableefforts10 
c m t  such deficiencies promptly. 
9. START-UP 
9.1 Trojan will reqwl h Cuslomer to provide it with a firm date for 
stan-up of the Equipment (the “Stut-Up Date“). Trojan will thm 
schedule its technician to be on-site fwthe  Stw-up Dale. The Star-up 
Dak is binding except for any changes made in accordance with the 
provisions below. 
9.2 On the Start-up Daa, Customer must have the Equipment and site 
ready as provided in the Installation Preparation Checklistmtained in the 
Conmdw Installation Package senttoCustomer, and must have paid all 
~ m ~ ~ n t s  then due and payable lo  Trojan 
9.3 Custmnscanrequest areschedulingof the Start-up Date by notifying 
Trojan in writing not less than thnc weeks prior to the Stan-up Date. 
Customer may request that the Start-up Date be exlended, but my not 
request that the Start-up Date be moved forward Trojan requires a 
minimum extension period of two weeks behueen the existing Start-up 
Dale and the reqwted new Start-up Dale in order to rwchedule its 
technician. 
9.4 Trojan may, in its sole discretion, a p z  to racheduk the Start-up 
Date where a Cu~lomer requests less than a two week extension but is 
under no obligation to do so. In the event that Trojan does agree lo less 
than a two w a k  extension or that Customs requests more than two 
changes to Ihe Start-up Dale, Customer will be charged an administration 
fee in an amount delem’ned by Trojan 
9.5 Trojan reserves the right lo reschedule the SM-up Date to a date 
which is prior to or subseqvent to the scheduled Start-up Date in order to 
accommodate its resom availability. This righl to reschedule will be 
applicable unless otherwise agreed in writing by an authorizd oRicer of 
Trojan Trojan will provide Customer or its representative with a 
minimum of 72 hours notice of any such change lo  the Slart-up Date. 
9.6 In the event that Trojan’s technician arrives at the project site and 
rids hat the Equipment or the project site is not ready for start-up as 
defined in the  contract^ Installation Package, or any amounts then due 
and payable to Trojan remain unpaid, Customer may either: 
(a) provided all amounts then due and payable to Trojan have been paid, 
issue a purchase order for all costs involved in having Trojan wmct the 
deficiencies, or 
(b) have Trojan’stechnician leavethesiteandtlunreschedulethe S!n~I-up 
Date to a date when all deficiencies wil l  be wrrened and !he Equipment 
will beready forstart-up as defined in theContractor Installation package 
If Cuslomer selects this oflion. the cost of rescheduling will benot less 

than a minimum amount specified by Trojan, with t h  final cost being 
duermined by Trojan based on its CON and e x p e m  incurred in 
connection with the rescbduling. 
10. EXCUSABLE DELAYS 
Trojan shall not be liable for any failure to meet the Delivery Date or the 
S m - u p  Date if such faihm is due to a reason beyond ils reasonable 
contrd including. without limitation. acts or omissions of carriers, labour 
difficulties, shortages, drikes or work stoppages of any type, fire. 
accidenl, explosion. flood, defaults M delays of suppliers, goyernmemal 
acts or omissions acts of God. acts of civil or military authorittes, 
incomplete or inaccurate information supplied by Customer or any other 
caw beyond Trojan’s reasonabk control. In any such even< IheDelivery 
Date and Start-up Date shall be exlended on a day for day basis to the 
extent of such delay 
11. WARRANTY 
11.1 Trojan warrants Io  the Customer that during the period ending 1 B 
months after the Delivery Date or 12 months afler the Start-up Dale, 
whichever cccurs first. Equipment which is manufactured by Trojan will 
be free from defects in inalerial and workmanship and will function in 
accordance with the specifications specified in the Scope of Supply. 
1 1.2 This warranty shall no1 apply lo any failureor defect which resulls 

from the Equipment not being operated and maintained in strict 
accordance with instructions specified in Trojan’s Operalion and 
Maintenance manual or which resulls from mishandling misuse, neglen 
improper storage, improper opeation of the Equipment with othw 
equipment furnished by the Customer or by other third parties or from 
defects in designs or specifications furnished by or OD behalf of the 
Customer by a person other than Trojan. In additicn, this warranty shall 
not apply to Equipment that has been allered or repaired afler start-up by 
any one except: 
(a) authorized representatives of Trojah or 
(b) Cuslomer acting under s p i f i c  inslructions fmn Trojan. 
11.3CustomerinurtnotifyTrojanin wntingwithinSdaysofthed~eof 
any Equipmentfailure. Thisnotificationshall includeadescriplion ofthe 
problem, a cppy of the operator’s log a copy of the Customer‘s 
maintenance record and any analytical results detailing the problem If 
Cunomerhas notmaimainedtheoperator’slogand maintenancerecotdin 
the nianner directed in the Operation and Maintenance manual. or does 
not notify Trojan of the problem as specified above. this warranty may. in 
Trojan’s discretion, be invalid. 
I I .4 Customer will fully cmperale with Trojan. in the manner requened 
by Trojan, in attempting lo diagnose and resolve the problem by m y  of 
telephone support If the problem can be diagnosed by telephone suppcmt 
and a replacement pari is required, Trojan will either, at Trojan’s expense, 
ship a repaired. reworked or new part lo the Customer who will install 
such prt as directed by Trojan or will direct Customer to acquire, at 
Trojan’sexpm suchpanfromatliirdpartyandtlieninstallsuchpartas 
directed by Trojan 
11.5 In the event that Trojan dekrmims thai the problem cannot be 
resolved by way of telephone support and/or shipment by Trojan, or 
acquisition by the Customer, of a replacement part for installation by the 
Customer. Trojan will send one or more persons lo make an on-site 
inspection of the problem If an on-site visit is made. Trojan personnel 
will evaluatethe problemand repairorreplaceanyEqw‘pmentde(ermined 
Io be in breach of his w m n t y .  If the problem is not amibutable to a 
breach ofthis warranty,Trojan reservestherighttoinvoice theCusslomer 
for this smice. 
11.6 Components of the Quipmen1 which are manufactured by a third 
party but furnished to Customer by Trojan are warranted by the original 
manufacturer, only to the extent oflhe original manufacturer’s warranty, 
and are not covered by this warranty. 
11.7 This warrantyistheexclusiveremedy oftheCuslomerforallclaims 
based on a failure of or defect in the Equipment, whether the claim is 
based on contract (including fundamental breach), tort (including 
negligence), shc t  liability or otherwise. This warrunty is lieu ofan other 
warranlies whetherwritten. oml, implied or stalutory Without limitation, 
no warranty of merchantability or fitness for a particular purpose shall 
apply to the Equipment. 
11.8 Lamp warranties. and obligations of Trojan cmerning lamp 
replacements, are set out in separate lamp warranty documents. 
12. LIMITATIONS OF LIABILITY 
12 I Trojan does not assume any liability for personal injury or property 
damage caused by use or misuse of lhe Equipment. Trojan sMI not in 
any event bc liable for special. incidental. indirect or consequential 
damages including withoul limitation, lost profik, lost him 
opportunities, lost reyenue or loss or depreciation of goodwill, even if it 
has been advised of %he possibility thereof. Trojan’s liability under lhe 
ageement shall, in all instances, bt limited to repair M replacement of 
Equipment in breach of the above warranty and shail not exceed the wsl 
of such repair or replacement. This liability with resped lo repair or 
replacement will terminae uponthe expiration dabof thc above warranty. 
12.2 In addition to the foregoing, in no event shall Trojan’s liability under 
or relating lo the agreanent exceed that portion of the purchase price 
actually paid to it. 
12.3 This limitation of liability shall survive any mina t ion  of this 
agreanenL 
13. STATUTORY AND OTHER OBLIGATIONS 
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Trojan shall not be responsible for verifying that the agreement is in 
compliance with all applicable laws. ordinances. regulations, c o d a  and 
order?. relating to it andlor the supply of Equipment and Services Under it. 
If the Customer fails to notify Trojan in writing thaf the agreement or 
such supply is not in compliance with any applicable law, ordinance, 
regulation. codeororder. the Customershall beresponsibleforandhereby 
agrees to indemnify Trojan against all claims, demands, loses. liabilities 
corn and expenses incwed by it as a result of such non-compbance. 
14. INSPECTION 
Inspection of Equipment by the Customer or its repnsenta t i~  atTrojan’s 
plant will be permitted providcd that it dces not unduly interfere with 
Trojan’s prodduction workflow and that compkk derails of the desired 
inspection are provided to Trojan in writing with sufficient advance 
notice. 
15. PATENT INDEMNIFICATION 
15. I Trojan will not be liable with respecr to any c l i m  of patent or other 
intellectual property infringement made regarding any Eqspmtnt unless 
such claim is based on an assertion that Equipment manufactured by 
Trojan, in the f m  in whichsuch Equipment issupplied totheCustonIer. 
infringes any United States or Canadian patent Trojan’s obligations 
herwnder shall not apply to Equipment modified. or used in an 
unauthorized manner, by the Customer (r to the extent that infringement 
a r i ss  as a result of mmbiningthe Equipment with any other equipment 
whether ornot supplied by Trojan. Subject to the foregoing provided that 
the Customer notifxs Trojan promptly in writing of any such claim of 
infrinpnent and aufhorim Trojan to exercise sole control over the 
defence and/or scttlement of any such claim, Trojan will indemnify the 
Curbmeragainst thereasonableexpcnnssof defendingsuchclaimaswell 
asmy resul t ingdamagesf~ l lyawardedagainstC~~oragreedtoin  
any settlement but only up to a maximum amount not exceeding the 
purchase prife actually paid to Trojan for the allegedly infringing 
Equipment 
15.2 If an injunction is obtained against the further use of allegedly 
infringing Eqmpment, Trojan shall, at its option and erpense, use Its 
-able e f f m  t o  
(a) pmcw for thc Customer the right to continue using the Equipment, 
(b) modify the Equipment so thaf it is rn longer infringing 
(c) replace the allegedly infringing Equipment with non-infringing 
Equipmen& or 
(d) refund the purchase price paid to Trojan for the Equipment, less 
reasonable depreciation as determined by Trojan. 
15.3 The foregoing provisions constitute Trojan’s sole responsibility and 
liabillty, and the Customer’s sole remedy. with respect to amloralleged 
infringement of patents or other intellectual proQem. 
15.4 The Customer hereby agrees to indemnify Trojan against all claims 
relating to or resulting from any actual or alleged patent infringement by 
Trojan which arises out of the manufacture a d o r  supply by Trojan of 
Esuipment manufactured scording to a design andlor specifications 
furnished to Trojan by the Customer or on behalf of the Customer by a 
person other than Trojan 
16. SPECIAL TOOLS, DIES, JIG$ FIXTURES ANDPATTERNS 
Any tools. dies, jigs, fixtures, pattcms and similar i t em which are 
includedor reqldred inconnection with themanufacture and/orsupply of 
the Equipment will remain the property of Trojan without credit to the 
Customer. Trojan assms the con for maintenance and rephcement of 
such items and shall have me right to discard and scrap any such item 
afterit hasbeen inactiveforamini~mofoneyeav, withoutcredit tothe 
Customer. 
17. RECORDS, AUDITS & PROPRIETARY DATA 
Unless otherwise specifically agreed in writing by an authorized 
representative of Trojan. neither the Customer nor any reprscntative of 
the Customer shall have the right to exmine or audit any books, records 
or accounts of Trojan or be entitled to. or have umrrOl over, any 
engineering or production prim. drawirgsortechicaldata whichTrojan, 
in its sok discretion, considers to be of a confidential nature. 
IS. ASSIGNMENT 

All rights and obligations of Trojan and the Customer will enure to the 
benefit of and b+ binding upon their respectivesuccessorsand permitted 
a s s i p .  The rights and obligations of Clntomer kreunder shall not be 
assignable without the prior wrinm consent of Trojan. AU rights and 
obligations of Trojan may be s s i g b d  in whole or in pan to any Affiliate 
or to any person acquiring any asets of Trojan outside the ordinary course 
of busines An “AWliate“ shall mean any entity which controls. is 
controlkd by or is under common control with Trojan, whether directly or 
indirectly. Any anempted assignment in violation ofthe provisionsofthis 
section shall be wid 
19. CONFIDENTIALITY 
19. I All technical information. specifications, drawings. documentation 
and knowhow of ewry kind and description discloscd by Trojan to the 
Customer and which is identified by Trojan 8s confidential shall be 
deemed to constitute “Gmfidential Information” of Tmjan unless swh 
informatiow 
(a) becomes part of the public domain through no fault of the Customer. 
(b) is disclosed to the Customer by a third party without breach of any 
obligation or other restriction, 
(c) is known to the Customer at the time of disclosure and has bem 
documented as such, or 
(d) is required to be disclosed by legal. judicial or adminimtive 
pmceeding 
19.2 All Confidential Information shall be owned by, and remain the 
exclusive property of. Trojan. 
19.3 All Confidential Information shall be held in Mmfidence by the 
Customerand, iiin any formof physical media, rctwnedbytheCustomer 
to Trojan upon request The Customer shall not 
(a)reproduce the Confdentiallnformation without the wrinenconsentof 
Trojan, or 
(b) usc the Confidential Information for any purpose other than in 
connection with the operation and maintenance of the Equipment 
19.4 The Customer shsll be liabk for and shall indemnify Trojan against 
all claims,demands. liabilities, bsses, catsandexpensesarisingfromany 
failure to comply with the terms hereof relating to Confidential 
Information. The Customer acknowledges that monetary damages may n~ 
be adequate in the event of any such failwe to comply and that Trojan 
shall be entitled to injunctive relief in the event of any such nm- 
compliance 
20. GOVERNING LAW 
All issues relalingtothe construction, validity. interpreMion,~o~~~ent 
and performance of this agrement and the rights and obligations of 
Trojan and the Customer hereunder shall be governed by the laws of the 
Province of Ontario and the federal laws of Canada applicable therein 
Any provisions of the InrernolionolSnle of Goods Act or any convention 
on contPOcb for the intematlonal Sale of gwds shall not be applicable to 
this agreement The parties submit to and cmsent to the non-exclusive 
jurisdiction of courts located in the Province of Ontario. 
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SECTION 11 395 
ULTRA VIOLET DISINFECTION 

PART1 GENERAL 
1.01 %OPE OF WORK 

A. This Section specifies equipment and support services for the Ultraviolet (UV) 
Disinfection System referred to in this Section as the “UV System”. The UV equipment 
furnished shall meet the overall requirements and performance guarantees specified in 
this Section. The UV System shall be of the closed vessel type designed for pressurized 
operation. 

amalgam UV lamps to accomplish the specified objectives. 

Supplier (UVSS). The UVSS shall be responsible for the design and performance of the 
UV System and shall comply with all unit responsibility requirements of this 
specification. 

assemblies, Power Distribution Centers, System Control Center, UV transmittance 
monitoring system, UV intensity monitoring system and all other auxiliary equipment 
necessary to provide a complete and functional system. 

E. The UVSS shall provide equipment start-up service& functional testing and performance 
testing as specified in this Section. In addition, the UVSS shall provide the specified 
classroom and owsite training to instruct the facility operations staff in the necessary 
procedures to operate and maintain the equipment. 

F. The UVSS shall warrant the system in accordance with the warranty requirements of this 
Section and related specification Sections to meet the performance requirements and 
other operating criteria listed in this Section. 

G. Contractor shall be responsible forthe installation, commissioning and testing assistance 
of this equipment and shall be responsible for the supply and installation of associated 
equipment specified elsewhere and/or shown on the drawings. 

B. The UV System shall be based solely on the use of low-pressure, high-output (LPHO) 

C. The UV System and Support Services shall be furnished by the selected UV System 

D. The UV System shall include the following: UV vessels, UV lamp and ballast 

1.02 SUBMITTALS 

A. General 

The following information shall be provided with the U V  System submittal. 

B. Shop and Installation Drawings 
Complete shop and installation drawings covering all equipment furnished under this 
conwact shall be submitted for approval. Submittals shall include the following 
information at a minimum: 

1. Complete description in sufficient detail to permit an item comparison with the 

2. Dimensions and installation requirements. 

specifications. 

SECTION 14 WWTPNUNE 08 11395-1 

9 



3. Descriptive information including catalog cuts and manufacturers‘ specifications 

4. Electrical schematics and layouts. 

5. CFmplete descriptive information for the UV System to be furnished including 
design criteria, sizing information, type of equipment, number of lamps, 
modules, trains and materials of constructions for all components of the UV 
system. 

6 .  Shop drawings showing all details of UV system construction, including piping, 
valves, UV reactors, panels, ballasts, panels and related equipment to be 
included. Also, detailed wiring, control schematics and layout drawings, 
including wireway, conduit and grounding drawings, electrical subunits, plus a 
description of the operation of all panels to be included. 

concrete surface and project datum, critical dimensions and clearances required 
for maintenance purposes. Sectional drawings shall clearly show the centerline 
elevations of all UV reactors, pipes and valves. The required working surface 
elevations for platforms and stairways to gain access to equipment shall be 
Shown. 

8. All interconnections, interface requirements, dimensions and locations of all 
major elements of the UV System shall be given. The maximum separation 
distances of electrical equipment and ballast panels from the UV reactors shall be 
provided in the submittal. 

9. Wirewary, conduit, grounding layout drawings, control wiring diagrams and an 
overall eledrical layout for the proposed UV System. 

10. Power Distribution Center layout diagrams including circuit diagrams, 
schematics, and manufacturing details. 

I 1. Programmable Logic Controller (PLC) documentation, including UVSS’s details 
and interface requirements. This portion of the submittal shall include a list of all 
input and output signals. 

12.Complete UVSS’s specifications and parts list for the UV System including 
materials of construction, painting systems and standards certifications. 

13. Special handling and installation instructions. 

14.List of spare parts furnished. 

15. List of tools furnished with the UV System. 

16. Requirements for protection of the equipment during storage prior to installation 

17.Requirements for routine maintenance prior to startup and for initial startup and 

18. A full description of any aspects of the submittal which are not in compliance 

h r  all components. 

7. Installation details including the reference elevations of equipment to the 

and after installation prior to startup. 

operation prior to acceptance by Owner. 

with these specifications and/or the Drawings. 
C. Electrical and Instrumentation Submittals: 

The following Electrical and Instrumentation Information shall be submitted: 
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1. Wire numbers, color coding and terminal numbers. 

2. External electrical interconnection diagrams for control panels and field junction 

3. Cabinet layout and assembly drawings showing both interior and exterior views. 

4. Control Panel front elevations showing all face mounted instrumentation, and interior 
layout drawings showing motor controls, control power transformers, fuses, circuit 
breakers and other major equipment items. Point-to-point wiring should be shown. 

5 .  Bill of materials for each panel including the UVSS’s name, descriptions and catalog 
number. 

6. Panel fabrication and coating information. 

7. Electrical spare parts list 
8. Operation, installation and trouble-shooting instructions. 

9. Electrical single line drawings, elementary diagrams elevation drawings and 

boxes. 

equipment elevation drawings. 

D. Testing and Analysis 

Testing and analysis information shall be submitted as follows: 

1. Detailed plan for commissioning and acceptance testing that shall satisfy the 
requirements specified herein. Included shall be certified data guaranteeing the 
power consumption for the system. 

commissioning test and final documentation of the UV System as installed shall be 
provided within 2 weeks after successful completion of the acceptance test 

3. The startup/acceptance testing report and UVSS’s certification as specified herein. 

2. Preliminary documentation shall be provided at least 2 weeks prior to the 

E. Operation and Maintenance Data 

I .  Complete Operation and Maintenance Manuals shall be submitted. 

2. The UVSS’s Certificate of Installation, Testing and Instruction shall be submitted 
along with the Operation and Maintenance Manuals. 

QUALITY ASSURANCE 

A. Unit Responsibility 

The UVSS shall accept unit responsibility to design, manufacture, factory test, ship, 
provide coordination during commissioning provide all specified field testing and 
furnish operator training and related O&M manuals. 

B. Hydraulic Calculations 

The UVSS shall submit sufficient information, in the form of detailed shop drawings and 
hydraulic calculations, to confirm that the equipment furnished under this Section will 
have hydraulic losses within the limitations previously established. 

1.03 

SECTION 14 WWPIJUW 08 11 395 ~ 3 UV DISINFECTION 



C. FactoryTests 
All major system components shall be factory tested for compliance with the construction 
and functional requirements specified herein. Notification shall be provided to the owner 
30 days prior to the start of factory testing. The control system shall be paced through all 
routine alarm and failure modes to assure that the system has been completely debugged 
and is free from defects. Costs for witnessing factory tests, ifdesired by the Owner, will 
be at the expense of the Owner. 

D. UVSS’S  Representative 

1. The UVSS’s representative shall be factory trained and experienced in the technical 
applications, instailation, operation and maintenance of UV System supplied by the 
UVSS, and any subsystems involved. 

day on-site basis and shall be in addition to travel time. 
2. The number of days indicated below shall be provided by the WSS on an S-hour- 

Pusaose No. of Davs 
Site visits for start-up and functional testing 
Performance Acceptance Testing 2 
Conduct Operator Training 1 

3 

3. The UVSS’s representatives shall provide detailed training to the Owner’s personnel 
on operation, maintenance and preventative servicing of the specified UV System. 
Training services include classroom instruction, and on-site hands-on instruction. 
The UVSS’s representative shall be intimately familiar with the operation and 
maintenance requirements. 

a The training schedule shall be adjusted to ensure training of appropriate 
personnel as deemed necessary by the Owner and Engineer. The training 
schedule shall also be adjusted to account for interruptions in operability of 
equipment. 

b. The UVSS shall provide trained, articulate personnel to coordinate and expedite 
training. The language of instruction shall be English. 

c. The classroom and hands-on instruction training shall be coordinated with all 
appropriate parties. 

1.04 W A R W  

A. All components, materials and workmanship furnished shall be guaranteed to be free 
from defects for a warranty period of 12 months from date of start-up or 18 months from 
shipment, whichever occurs first During this warranty period, the UVSS shall make 
good all defective material and workmanship without material cost to the Owner. 

B. The UV lamps shall be warranted for 12000 hours of operation, provided no more than 4 
odoff cycles occur on a daily basis. The warranty shall be pro-rated after 9,000 hours of 
operation. If lamp failure occurs prior to 9,000 hours of operation, the lamp will be 
replacd without cost to the owner. 

C. Electronic Ballasts to be warranted for 5 years, prorated after 1 year. 

1.05 UVSS’S EXPERIENCE 

A. Experience 

The UVSS shall have a minimum of IO years of experience in the design and production 
of ultraviolet systems for water and wastewater disinfection. 
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B. References 

The UVSS shall furnish a minimum of three references for UV equipment installations of 
a similar or larger size and complexity, and based on the same lamphallast technology as 
those proposed. The reference list shall include the name of the facility, type of 
installation, flow rate, disinfection objective, contact individual’s name and telephone 
number. Plants used as references shall be operating installations with a minimum of six 
months of full-scale water or wastewater treatment operation. 

1.06 ELECTRICAL ASSEMBLY LABELING 

A. Electrical and electronic assemblies shall conform to Undenniter’s Laboratories (UL) or 

8. All electrical components shall conform with the appropriate testing authority standards. 

Canadian Standards Association (CSA) standards. 

PART 2 PRODUCTS 
2.01 ACCEPTABLE MANUFACTURERS 

A. The physical layout of the system shown on the contract drawings and the equipment 

i. Trojan Technologies Inc., London, Ontario, Canada (PWW model 32AL50- 
System) 

ii. Or approved equivalent. 

specified herein are based upon one of the following: 

B. If other equipment is proposed, the Contractor will demonstrate to the Engineer and the 
Owner that all requirements of materials, performance, and workmanship have been met 
or exceeded by the equipment proposed. Contractors proposing alternate manufacturers 
will be responsible for all costs associated with system evaluation and redesign including 
all electrical, mechanical and civil aspects of the installation. Engineer must approve 
proposed alternative prior to final selection. 

2.02 MATERWS 
A. Materials of construction shall be as follows: 

Material 

Type 316L or Type 316 Ti stainless steel 
Electro polished on exterior only 
Type 2 14 clear fused quartz 
NEMA12 painted mild steel 
NEMA12 painted mild steel 

Component 

UV Chambers and Piping 

Quartz sleeves 
Electrical and ballast panels 
Control panels 
O-rings Buna-N (Nitrile) 

2.03 SYSTEM DESCRIPTION 
A. General 

The UVSS shall furnish and install a complete in-vessel, UV System of the LPHO 
amalgam lamp type. The UV System shall be designed to disinfect a membrane filtered 
wastewater so that the final product shall meet the design criteria specified in this 
Section. 
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The Contractor shall provide the power source, electrical conduit, electrical conductors, 
and equipment supports. The Contractor shall physically install the disinfection trains, 
power modules, and control modules according to the UVSS’s directions and drawings. 
The Contractor shall coordinate with the UVSS to verify proper equipment installation 
including conductors, electrical hookup of equipment, start-up, testing, and operation and 
maintenance instruction for the owner’s personnel. 

B. UV System Configuration 

characteristics. 

a Number of UV Trains: 3 
b. Number of UV Reactors per Train: 1 
c. Number of Lamps per Reactor: 32 
d. Total Number of W Reactors: 3 
e. Total Number of Lamps; 96 
f. Number of W Sensors per Reactor: 1 
g. Master Control Panel I 

1. The UV system furnished by the UVSS shall have the following general 

C. Design Criteria 
1. The UVSS shall provide a UV System capable of meeting the following design 

criteria when treating up to the flow rates listed: 

a. Peak Hourly Flow Rate: 
b. Minimum Flow Rate: 0 GPM 

1.35 MGD 

c. UV Transmittance at 254 nm: 65 Yo 
d Head loss per Reactor: 0.25 feet 
e. Total Suspended Solids: 
f. Turbidity: 
g. Mean particle size: 

4 0  mg/l 
4 NTU 
10 microns 

2.04 GUARANTEED PERFORWNCE REQUIREMENTS 

A. Disinfection 

The UV System shall be supplied such that if the water quality into the UV System is of a 
quality equal or better than that specified under 2.03.C, the UV System shall provide 
disinfection results meeting or exceeding the most restrictive of the following 
requirements: 

1. Fecal coliform colonies per 100 ml shall be less than 23 on a daily maximum and 

2. A minimum UV dose of 80 mJ/cm2 

four out of seven samples with nondetect. 

B. Power Consumption 

The peak system power consumption shall not exceed 8 kW per reactor The peak power 
consumption shall be the product of the measured power consumption per lamp 
(including ballast losses) and the total number of the installed lamps. 

C. Harmonic Distortion 
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Maximum total harmonic distortion (THD) of the W System shall not exceed 5 percent set 
forth in IEEE 519-1992 Table 10.2, at the point of common connection. The point of 
common connection shall be the associated 480-volt switchgear that powers the UV system. 

2.05 ULTRAVIOLET DISINFECTION 
A. W Trains 

1. The W System shall consist of no less than three trains - separate trains installed in 
parallel. The UV trains shall be ofthe closed reactor type with each train capable of 
disinfectingltreating up to 690 GPM of wastewater with the characteristics described 
within this Specification Section. 

2. Each UV Treatment Train shall consist of 1 W Reactors (WR). 
3. Each UV train shall have isolation valves installed at the inlet and outlet of the UV 

System in order to facilitate servicing ofthe UV Train (by contractor). 

4. The treatment train shall be provided with 8 -inch AWWA C207 Class D inletloutlet 
flanges for connection to the plant piping. 

9. W Reactors 
1. Each W Reactor shall contain 32 amalgam LPHO lamps. 

2. All wetted surfaces of the UV Reactor Chamber shall be manufactured from Type 
316L stainless steel, Type 214/219 quartz or suitable food-grade W resistant 
materials. The exterior surfaces of the reactors shall be electropolished. The reaction 
chambers shall be provided pre-wired and shall not require field connections from the 
Power Distribution Centers (PDC) to the reactor (WR). 

3. The UV Reactor Chamber inletdoutlets shall be coupled and mounted to a structural 
steel support structure. 

4. UV lamp orientation shall be parallel to flow. Lamps shall be protected from contact 
with the water by high purity quartz sleeves. Lamps shall be removable from one end 
of the chamber without draining the unit or removing the quartz sleeve. 

operated there is no possibility of direct operator exposure to UV light from the UV 
5. The reactors shall be designed in such a way that when properly installed and 

lamps. 

6. The reactors shall be designed for an operating pressure of 65 psi with a maximum 

7. Each reactor shall be provided with an end cap switch. Power will be removed to an 
test pressure of 1.5 times the operating pressure. 

entire chamber when a reactor end cap is removed. 

C. UV Lamps 
1. The UV lamps to be used shall be monochromatic low-pressure, high output 

amalgam lamps. 

2. The lamps shall produce zero levels of ozone, withstand shock and vibration and 
shall be constructed of materials resistant to UV light. 

3. Lamps shall operate at a minimum of 16 variable power levels between 60% and 
100% power levels All lamps in a reactor shall operate at the same power level. 
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D. UV Lamp Intensity Monitor 

1. Two lamps in each Reactor shall be equipped with an UV intensity monitor, which 
measures only the UV intensity of that lamp. The sensor shall provide continuous 
performance verification over the specified effluent UV transmittance range. 

2. The wet portion of the monitor shall have a Type 316 stainless steel housing, a Viton 
"0" ring, and a high purity quartz probe over the monitor site hole. All rubber 
components shall be UV resistant. 

3. The intensity sensors shall produce a 4-20 mA control signal, which shall be sent to 
its respective PDC. The intensity shall be displayed locally at the PDC and shall be 
transmitted to the control system. 

E. Mechanical Cleaning System 

I .  Each W Reactor shall have it own independently operated wiper system. 

2. The wiper carriage contains the wiper seals for each sleeve in its respective reactor. 

3. The carriage shall be moved along the length ofthe sleeves by a rodless cylinder that 
is magnetically coupled to the carriage. 

4. The cylinder shall be powered by an electricallhydraulic pack controlled through the 
reactors respective PDC. The hydraulic power unit shall be mounted on the reactor. 

5 .  The wiper shall operate on a timer that is adjustable through the System Control 
Center. 

F. Temperature Sensor And Switch 

A temperature switch shall be fitted to each reactor for protection against heat buildup 
under no flow or drained chamber conditions. The temperature sensor and switch shall 
cause the UV System to shut down and alarm in event of higher than recommended water 
temperature (or air temperature ifthe lamps are operated in a dewatered situation). 

G. Drain 
Each reactor shall be furnished with a valved drain connection to waste so that the reactor 
may be dewatered for inspection or cleaning after the inlet and outlet valves are closed. 
The drainpipe and valve shall be of type 3 16 stainless steel construction. 

H. Isolation Inlet And Outlet Valves 

Each reactor train shall have inlet and outlet isolation valves to be provided by the 
Contractor. Valves shall be pneumatic actuated butterfly valves. 

I. Chemical Cleaning System 

The UV manufacturer will supply a skid mounted chemical cleaning system for use with 
the UV system. The system provided by the manufacturer must include but not limited 
to: 

1. 

2. 
3. 

4. 

5. 

One % hp stainless steel feed pump 

One 100 Liter PE tank with level switch 

All valves between the chemical feed system and W reactor drain 
One in line flow meter 

One control panel for system 
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6 .  Four Way Hubs to attach to the drains of each reactor 

The contractor must install all components of the cleaning system in accordance with the 
drawing and manufacturers rmommendations. The contractor must also provide: 

1. Air release on UV outlet as shown on drawings 

2. Loose drain hose for connection to drain of W unit that can be used to route drained 
fluid to floor drain. Drain hose should be easily removable from UV drain valve so 
that it can be utilized on all UV units. Hose must be of appropriate length to allow for 
leak free drainage to floor drain. 

3. Sufficient PE Tubing to interconnect the reactors to the skid. 
Supply of the cleaning chemical will be provided by and coordinated by Owner. 

2.06 ACCESSORIES 

A. A stainless steel identification plate shall be securely mounted on each piece of UV the 
equipment including all the trains in a readily visible location. The plate shall bear the 
1/4-inch die-stamped equipment name. 

B. Equipment weighing over 150 pounds shall be provided with lifting lugs. 

207 ELECTRICAL 

A. General 
The Power Distribution Centers (PDC) shall distribute power to the UV Reactors located 
in the treatment trains. 

B. Power Distribution Center (PDC) 

1. Each PDC shall be supplied with a dedicated 480V, 60 Hz, 3 phase, 4 wire (plus 

2. PDC’s shall be floor mounted directly along the sides of the UV reactors. 

3. Step-down transformers inside each PM3 will provide the required 120V and 24V 
control system voltages. 

4. PDC cooling shall be provided by an air-water heat exchanger through which process 
water will flow to provide a heat sink for waste heat from ballasts and control 
equipment. Power for the cooling equipment will be provided by the train’s Train 
Control Panel and not from a PIX. 

5. Each PDC will have a heater to prevent condensation. 

6. PDC enclosure shall be rated NEMA 12 and shall be painted mild steel. 

7. All PDC’s shall be UL or CSA approved. 

8. All electrical distribution upstream of the PDC is to be provided by the contractor. 

9. Each PDC shall contain the necessary equipment to operate its respective reactor 

10.Each PDC shall have a Local-Off-Remote switch to allow local or remote operation 

ground), 18.5 kVA service. 

independently as a standalone unit from of the rest of the UV system. 

of the reactor. 
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C. System Control Center (SCC) 

SCADA system. 

HMI for local control and interface with the UV system. 

1. The SCC will provide the single interface between the UV system and the Plant 

2. The PLC shall be an Allen-Bradley CompactLogix PLC with Panelview Plus 1250 

3. The SCC enclosure shall be rated NEMA 12 and be constructed ofpainted mild steel. 

2.08 INSTRUMENTATION AND CONTROLS 

A. General 

The UVSS shall supply and deliver a complete UV control system such that the operation 
of the UV process shall be fully automatic. A System Control Center (SCC) shall 
provide system wide control functions and provide a single interface between the UV 
system and the Plant SCADA system. A Train Control Panel (TCP) that is capable of 
allowing lamps to be operated at an optimal UV intensity based on flow rate, process 
water temperature, W transmittance and lamp age shall control each train. 

Commands to turn the UV Reactors on and off shall be retentive, such that operating UV 
Reactors will remain on and non-energized UV Reactors will remain off, in the event of a 
controller failure and following restoration of power after a power failure. Other features 
shall be provided as specified herein. 

The UV control system shall include the following: 

1, System Control Center (SCC) 

a The UV System shall be provided with a programmable-logic based control and 
monitoring system mounted in a painted mild steel, NEMA 12, free standing 
cabinet. 

b. The SCC shall contain an Allen Bradley PanelviewPlus Hh4I mounted at eye 
level on the front ofthe panel. 

c. The UV system shall be able to be placed in Automatic, Manual or Offline 
modes locally from the SCC HMI. 

d. The UV SCC shall providethe following status information to the Plant SCADA. 
UVOl-UV-READY - Set when UV System is in “Automatic” mode and 
Trains are ready and available to go online if required 

UVOI-UV-INSERVICE - Set when UV System is in “Automatic” mode 
and Trains are in service (Le. in “Online” state). 

UVOI-SYSTEM-MODE -The Mode of the UV System 

2. Train Control Panel (TCP) 

a The TCP shall have the ability to operate the automatic cleaning mechanism. 
The interval between cleaning cycles shall be programmable through the TCP or 
SCC. 

automatically based on programmed data and external inputs. The power level 
can also be manually adjustable from the TCP HMI and via plant SCADA. 

c The control panel shall also provide hours counter for the lamps in each reactor 
that is resetable when new lamps are installed. 

b. The TCP shall have the ability to adjust the power level of the UV lamps 
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d. The TCP shall control the Vains 5 operating states which are Ornine, Standby, 

e. The TCP shall allow each train to be placed in Automatic, Manual or Offline 
Start-up, Online and Shutdown. 

modes locally from the TCP HMI. 

a. The UV reaction chamber shall have 2 UV intensity sensors. The UV sensors 
shall measure intensity of the UV lamps. The output of the UV Sensors shall be 
a signal that is fed directly into the PDC. 

b. The PDC for each reactor shall have a selector switch to allow for selection of 
LocaVOWRemote reactor modes. In Remote mode the reactor shall respond to 
commands from its respective TCP. In Local mode the reactor shall operate as a 
stand alone unit independently of the TCP and SCC. 

c. When power is restored after an electrical service interruption, UV Reactors that 
were previously on will re-energize immediately so that the UV System returns 
to the previous operational mode upon the power being restored. 

3. UVReactor 

B. UV System Alarms 

The following alarms shall be made available by the UV System.: 

1. System Alarms in the main controller 
Plant PCS LAN Communication Fault 
Primary Controller Fault 
I/O Module Fault - Minor 
110 Module Fault - Critical 
Inlet Temperature 

- High 
- Low 

Inlet UV Transmittance 
- Low 
- LOWLOW 

2. Train Alarms in each Train controller 
Train Inlet Flow 

- High 
- Low 

Train Inlet Valve Failure 
Train Outlet Valve 

- Failed to open 
- Failed to close 

Train Level Alarm 
Train Critical Value Equals Zero 
Chiller Return Pump Failure 
Chiller Water Flow Low 

3. UV Reactor Alarms 
UV Reactor Lamp Failure 
UV Reactor Ballast Failure 
UV Reactor Multiple lamp Failure 
UV Reactor End of Lamp Life Exceeded 

System Minor 
System Critical 
System Minor 
System Critical 

Minor 
Minor 

Minor 
Major 

Minor 
Minor 
Timed Critical 

Timed Critical 
Timed Critical 
Critical 

Major 
Minor 
Minor 

Minor 
Minor 
Major 
Minor 
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UV Reactor UV Intensity 
- Low Minor 
- LOWLOW Major 

UV Reactor Temperature High Timed Critical 
UV Reactor End Cap Removed Critical 
UV Reactor not in Remote Minor 
PDC Ground Fault Interrupter Failure Critical 
PDC Power Failure Critical 
PDC Temperature High Minor 
PDC Temperature High High 
CCB Communication Fault Major 

Timed Critical 

C. Operational Control Strategy 
2.09 SPARE PARTS AND TOOLS 

The following spare parts shall be provided by the UVSS to the Owner as part of the initial 
equipment procurement. All parts shall be suitably marked and packaged in protective 
cartons. All spare parts shall be ofthe same type and quality as the parts provided with the 
equipment supply package. 

Item Ouantity 
uv lamps- 8 
Quartz sleeves 8 
Lamp socket, o-ring, washer and nut 8 
Ballasts 2 
Operators Kit 1 

PART 3 EXECUTION 
3.01 INSTAWTION 

Contractor shall install the Ultraviolet Disinfection System in strict accordance with the 
recommendation ofthe system manufacturedsupplier. The UVSS shall work with the 
Contractor as a supplier after selection to properly furnish and support the installaion of the 
specified equipment. 

A. The UVSS shall provide the services of a trained representative to provide startup and 
testing services, and operation and maintenance training of the Owner’s personnel. 

B The costs associated with the services required In this Section, including travel and 
associated expenses, training materials and incidentals shall be considered to be a part of 
the UVSS’s lump sum price for the equipment furnished. 

3.02 UVSS’s FIELD SERVICES 

3.03 FIELD TESTING 
A. General 

The following field tests shall be performed by or under the direct supervision of the 
UVSS: 

1. Commissioning Test 

2. Acceptance Test 
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B. Testing Preparation 

Ready-to-tat determination will be by the Engineer based at least on the following: 

1. Notification by UVSS and Contractor of equipment and system readiness for testing. 

2. Acceptable testing plan. 

3. Adequate completion of work adjacent to, or interfacing with, equipment to be tested 

4. Availability of UVSS’s representative to assist in testing of respective equipment 

5. Control devices have been tested for function and operation over design range. 

6. Equipment and electrical tagging complete. 

7. All spare parts and tools on hand 

C. Commissioning Test 

Prior to Startup, the UVSS shall inspect the installed UV System for proper alignment, 
correct operation, proper connection, and satisfactory function of all components. The 
UVSS’s representative shall approve the installation and provide certification that the 
system components have been installed correctly and are ready for operation. The. 
proposed commissioning test procedure shall have been developed by the UVSS and 
submitted to and approved by the Engineer before scheduling and performing the 
Commissioning Test. 

1. Commissioning test shall include confirming the operability of the communication 
interfaces between the PDCs, TCPs SCC and the plant SCADA. The UVSS shall 
require the presence of both the Contractor and the plant control system UVSS during 
the interface test. 

2. Commissioning test shall be witnessed by the Engineer and shall demonstrate that the 
UV equipment and related control system operate in accordance with the 
specifications, including all operating, monitoring and shutdown functions. 

3. The UVSS shall conduct functional tests until each individual component item or 
system has achieved four continuous hours of satisfactory operation, and must 
demonstrate all operational features and controls during this period while in 
automatic modes. 

the system will advance to acceptance testing. lf, in the opinion of the Engineer, the 
commissioning test results do not meet the requirements specified herein, the system 
will be classed as nonconforming. 

testing. 

D. Acceptance Testing 

4. If, in the opinion of the Engineer, the system meets the requirements specified herein, 

5. Contractor shall prepare a report summarizing the results of the commissioning 

The acceptance testing shall be performed following the commissioning test. Acceptance 
testing shall include intensive effluent quality testing. The proposed acceptance testing 
procedure shall have been developed by the UVSS and submitted to and approved by the 
Engineer before scheduling and performing the acceptance test 

1. During the acceptance test, the UVSS shall monitor the UV System continuously for 
three days to demonstrate that the system meets the Guaranteed Performance 
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Requirements of this specification. Each UV module shall be calibrated to insure 
that the UV intensity monitor is operational and providing relative UV intensity 
levels consistent with the output of new lamps. 

2. Intensive Effluent Quality Tests: The purpose of the Intensive Effluent Quality Test 
is to quickly test the system to confirm that the effluent quality is satisfactory under 
the specified design conditions. The analytical costs of the Intensive Effluent Quality 
Tests shall be borne by the owner. 

a A qualified representative of the UVSS shall supervise acceptancetesting and 
certify the system's performance during the tests. Tests shall be documented 
during continuous operation of the system and the UVSS shall submit to the 
Engineer five copies of a complete report containing all original test data, 
calculations, and descriptions of the acceptance testing procedures and results. 
The Acceptance Test report shall be submitted within 30 days of completion of 
the test 

3.04 TRAINING 

The UVSS shall provide training services to the Owner's staff 

END SECTION 
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Project Information 

Project # 

Sechon 1 4 W  

Address 12651 Ave 14E 

City, State, Zlp 
Countrv 

Yuma, AZ 85367 

From 
Contact Paula Capesbu 
Company Far West Sewer 
Address 1 31 57 East 44th Street 

C i ,  State, Zip Yurna, Anzona 8 B 7  

9283421 230 
9283427108 

Ship To 
Address Section 1 4 W  

City, State, Zip Yuma. AZ 
Countfv 

Purchase Order Infonation 

Date sep 08,2006 
(Amended July I, 2008) 

Subject 

Shipped via 
F.O.B. Point 

00004 (Amendment) 
Membrane Bioreactw System 
Equipment - Section 14 

Section 14wwTp 

Supplier 
Contact Grant Madnnis 
C ~ p a n y  GE Zenon ULC 
Address 3239 Dundas Street West 

City, State, Zip Oakalle, Ontano L6M 482 
Country Canada 
Phone 9054654030 
FaX 9054653050 

1 Membrane Bioreactor System Equipment - S&on 14 h” 1 LS 92.019.03300 $2,019,03300 

3 Increase due to exchange (See attached breakdown) 1 LS $157,529 82 $157,529 82 
4 Adder # 1 (See attached breakdown) 1 LS $55,69510 $58.69510 
5 Adder # 2 (See attached breakdown) 1 LS $44,361 00 $44,361 00 

2 Pnce inaease due to CPI 3 7477% (See attached breakcbvm) 1 LS $68,10084 $68,10084 

6 Deduct Qty 3,48 Module Cassettes (See attached breakdown) 1 LS -$236,39217 -$236.39217 

This amendment supwsedes the Onginal W. Items 2 - 6 b e  been added Subtotal = $2,111,327 59 

Tax=$OOO 

Total = $2,111.327 59 

Buyers Signatwe: 
Authorized By Date 

Sellers Signature: 
Authorked By Date 
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6501 60 Secilon 14 
Prlce Escalation Calculation 
Dale: 2Wune-08 
Prepared by: Jason Penders 

Original PO @,Or 9.033.00 
10% payment back In Sept 06 5201.903.30 
Oulstanding balance $1,817,129.70 

Exchanae Rate Calculation 

Date Exchange rate USlCan 
1-Sep-06 $1 .I 056 
11-dun-08 1.0174 

Outstandlng Balance Exchange rate USlCan Equivalent $Can 
$1,817,129.70 1.1056 $Z,OOS,Ol8.60 
$1,817,129.70 10174 $1,848.747.76 Notice to Purchase 10-June08 

-$Can 
Increase due 10 Exchange $157.529.82 $US 

CPI Calculation 

Total CPI US Dep. of Labour 1) CPI Calculation Uslng US Dep. Of Labour Date 
Outstanding balance $1.817.129.70 Apr. 2008 214.823 
Pr-m increase due to CPI 4.9% $89,039.36 DE, 2006 P1.8 

% increase due to 
CR 6.453419227 

2) CPI Calcutatlm Uslng Bank ol Canada CPI Date Total CPI B of C 
Outstanding balance $1 $1 7,129.70 Apr. PO8 113.5 
Price increase due to CPI 3.747P.A $68,100.84 Dec, 2006 109.4 

% Increase due to 
CPI 3.7477’14808 

Total Price increase CPI and Exchanae 
Price increase due IO CPi 3.7477% $s8.100.84 
Increase due to Exchange $157,529.82 -- 

Total $225,630.66 $US 



Adder M e k e  

b s a i p t i o n  
'Pump from' Membrane lank design 
change and one exba turbity meter as 
per 21-Nov-06 email to Ryan Saffels 
Increase due to CPI @ 3.7477% 
Increase due to Exchange 

$52212.00 USD 
$1 -956.76 
$4,526.34 

Adder #I TOW $58,695.10 USD 

Adder #2 mice 

Description 

Client equipment requests asso. valves 
blower sound e&sure etc as shown on 
revised GE PBIDS a d  attached BOM list $44,361.00 USD 

Deduct #l 

DefcripUon Note 

Deduct Qty3.48 Module Cass~ttes 

Adder Summary 

Includes deduct d 
previously calculated 
CPI and Exchange 

-$236.392.17 rate. 

1) Price increase due to CPI 3 7477?& 
2) Increase due lo Exchange 
3) Adder#I 
4) Adder@ 
5) Deduct oty 3.48 Module Cassettes -$236:392.17 

Total $92,294.59 $US 

$6a,ioo.u 

$5a.6%.10 
$157.529.82 

S44.361.00 
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GE 
Water Sr Process Technologies 
ZEKON Htnnhrone Solutions 

1 Summary 
GE ZENON is pleased to be selected as your membrane system provider. This revised 
proposal is to clarify the updated scope of supply and pricing for the Seasons, Del Oro and 
Section 14 woste water treotment upgrade project 

To provide mechanical consistency as per required, Four (41 pre-engineered pockage systems 
2-MOWN L192 are proposed to three Far West WWTP facilities. The detailed scope of supply 
is listed in the Tables of Section 2.2. 

The Seasons facility will consist of a single 2-Mod-L-192 pumping skid. This pumping 
skid will serve two independent membrane trains. Each membrane train will have a 
single membrane tank and one cassette. 

0 The Del Oro facility will also consist of a single Z-Mod-L-192 each and will be identical 
to the facility proposed for the Seasons facility. It will be distinguished only number of 
membranes included. 

The Section 14 facility will consist of two Z-Mod-L-192 membrane systems, each 
mechanically identical to the systems supplied to the other facilities. Because each Z- 
Mod L-192 consists of. two independent membrane trains, the Section 14 system will 
consist of a total of four independent membrane trains. Each membrane train will have 
two membrane tanks and two cassettes. 

An updated hydraulic capacities and expandability of the proposed systems can be found in 
the table below. 

Plant Installed Capacity Expansion Capacity 
Seasons 0.15 MGD ADF 0.65 MGD ADF 

1.30 MGD MDF 0.30 MGD MDF 

Del Oro 0.30 MGD ADF 0.65 MGD ADF 
130 MGD MDF 0.60 MGD MDF 

Section 14 1 3  MGD ADF 1.30 MGD ADF 
2.6 MGD MDF 2.60 MGD MDF 1 

Revised price information reflecting the up-to-date scope of supply is described in Section 3. 
We look forward to working with your project team to ensure the success of the project very 
soon. 

49677-06 Rev.1, September 8.2006 Poge2 of 12 



GE 
Water & Process Technalclgies 
ZENON Membrane Soiutlons 

2 Scope of supply 
2.1 Scope of Supply - GE ZENON 

Toble 1 Scope of Supply for EACH Biological Train 

Qty Item ZENON Other Size Manufacturer Note 
Anoxic Tank Components (All by others) 
- -  X All components are 

supplied by others 
Past AnaxicTonk Components (All by others) 
- -  X All components are 

supplied by others 
Eioreador Components 

2 * Transfer (RASI Pump x 5 x ADF ABS Two submersible 
(duty+ standby) per capacity pumps per 
train biological train * 

All other 
components are 
supplied by others 

Assuming ONE biological train for Seasons, Del Oro and Polm Shodows and TWO biological trains for 
Section 14, the above scope of supply toble applies to 011 four plonts. 

49677-06 Rev.1, September 8.2006 Page3 of 12 
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GE 
Water & Process Technologies 
ZENON Membrane Solutions 

Table 2 Membrane Systems Scope of Supply for Seasons Plant 

Qty Item ZENON Other Size Manufacturer Note 
ZeeWeed Tank Components 
2 Membrane tank X Sized for 100% 

(Epoxy coated Steel redundancy 
TanW 

cassettes and 
associated 
Hardware 

2 ZeeWeedSOOd(481 x ZENON 

44 ZeeWeed 500d X 14,960 ZENON 22 elementsfor 
Membrane Module ft2 each cassette 

header pipe item 

header pipe item 

2 Permeate collection x Lot Fabncated 

2 Air scour distribution x Lot Fabricated 

2 Drain Valve X Keystone 

2 Permeote Valve X Keystone 
4 Level switch X Signal Moster 
2 Cyclic oir valve X 6" Tyco 
1 Turbidity Meter X Hoch 
Lot Pressure gauge X Ashcroft 

4 Drain Boll Valve X Keystone 

Membrane Blower 
2 Membrane scouring x 50 HP Aerzen 

blower (FVNRI 
(duty/standbyl 

2 Isolation Valve X Keystone 
2 Pressure gouge X Ashcroft 
2 Air flow switch X Kobold 
1 AirHeoder X Lot Fabncated 
Backpulse Tank System 
1 Backpulse tank X CT-3300 ACO Poly-ethylene 
2 Level switch X Sianal Master 
1 Isolation volves ond x Keystone 

piping 
1 Air vent filter X Sol berg 
1 Dischargestroiner x Tate Andale 
Permeate Pumps 
2 Permeate/ X 20 HP Boerger Controlled bosed on 

backpulse reversible (VFDI level in the 
pumpslone duty for 
each train1 

membrane tank 
which changes with 
feed flow. VFD 
adjusted to match 

49677-06 Rev.1, September 8,2006 Page4 of 12 
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GE 
Water & Process Technologies 
ZENON Membrane Sauticas 

Qty item ZENON Other Size Manufacturer Note 
2 Magnetic flow meter x 4" Endress & Measure flow from 

Houser permeate pump 
Lot isolotion Valves X Keystone 
2 Temperature gouge x Ashcroft 
2 PressureTronsmitter x Endress & TMP meosurement 

Hause 
2 Pressure Switch x United Electric 

Discharge 

Membrane 
2 Pressure Switch X United Electric 

1 Permeote pump skid x Fa bricoted 
item 

Chemicol Cleoning Systems 
1 Sodium X ARO Controlled by 

Hypochlorite ZENON PLC for 
oddition system for membrane cleoning. 
membrone recovery Operotor con odjust 
cleoning, c/w one settings. 
diaphrogm pump, 
piping and volves. 

daytonk 

system for ZENON PLC for 
membrone CiP 
cleoning. d w  one 
diaphragm pump, settings. 
piping ond valves 

1 Citric acid doy tank x 120 gal ACO Poly-ethylene 
Control System 
1 NEMA 12 carbon X 

1 Sodium hypochlorite x 120 go1 ACO Poly-ethylene 

1 Citric ocid addition X ARO Controlled by 

membrane cleoning. 
Operotor con odjust 

steel control panel, 
clw. modem 
interface, dial-out 
emergency chatter 
box 

1 Motor Control X 
Centre 

2 VFD for permeate X Baldor 
pumps 

1 PLC/HMI X Allen-Brodiey 

49677-06 Rev.1, September 8.2006 Page 5 of 12 
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Water & Process Technologies 
E X O N  Mambrone Solutians 

Table 3 Membrane Systems Scope of Supply for Del Oro Plant 

Qty Item ZENON Other Size Manufacturer Note 
ZeeWeed Tank Components 
2 Membrane tank X 

(Epoxy coated Steel 
Tank1 

cassettes and 
ossocioted 
Hardware 

2 ZeeWeedSOOd(481 x ZENON 

88 ZeeWeed 500d X 29,920 ZENON 44 elements each 
Membrone Module ft2 cassette 

header pipe item 

header pipe item 

2 Permeate collection x Lot Fabricated 

2 Air scour distribution x Lot Fabricated 

2 Drain Valve X Keystone 
4 Drain Ball Valve X Keystone 
2 Permeate Valve X Keystone 
4 Level switch X Signal Master 
2 Cvdic air valve X 6' Tvco 
1 Turbidity Meter X Hach 
Lot Pressure gauge X Ashcroft 
Membrane Blower 
2 Membranexouring x 50 HP Aerzen 

blower IFVNRl 
(duty/sta nd by) 

2 Isolation Valve X Keystone 
2 Pressure gauge X Ashcroft 
2 Air flaw switch X Kobold 

~~ 

1 Air Heoder X Lot Fabricated 
Backpulse Tank System 
1 Backpulse tank X CT-3300 ACO Poly-ethylene 
2 Level switch X Signol Master 
1 Isolation valves X Keystone 
1 Air vent filter X Solberg 
1 Discharoe stroiner X Tote Andale 

backpulse reversible 
pumps tone duty for 
each train1 

~ ~. 

Permeate Pumps 
2 Permeate/ X 20 HP Boerger Controlled based on 

(VFDI level in the 
membrane tank 
which changes with 
feed flow. VFD 
adjusted to match 
feed flow 

2 Magnetic flow meter x 4" Endress EA Measure flow from 

49677-06 Rev.1, September 8,2006 Page 6 of 12 
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Water &, Process Technologies 
ZENON Memhone Solutions 

Qty Item ZENON Other Size Manufacturer Note 
Hauser permeate DumD 

Lot Isolation Valves X Keystone 
2 Temperature gauge x Ashcroft 
2 Pressure Tronsmitter x Endress & TMP measurement 

2 Pressure Switch X United Electric 

2 Pressure Switch X United Electric 

1 Permeate pump skid x Fabricated 

Chemical Cleaning Systems 

1 Sodium X ARO Controlled by ZENON 

House 

Dischorge 

Membrane 

item 

Hypochlorite PLC for membrane 
addition system for cleoning. Operator 
membrane recovery con adjust settings. 
cleaning, d w  one 
diaphragm pump, 
piping and valves. 

day tank 

system for PLC for membrane 
membrane CIP cleanina. ODerotor 

1 Sodium hypochlorite x 120 gal ACO Poly-ethylene 

1 Citric acid addition X ARO Controlled by ZENON 

cleaning, d w  one 
diaphragm pump. 

con adjust settings. 

piping and valves 
1 Citric acid day tank x 120 go1 ACO Poly-ethylene 
Control System 
1 NEMA 12 carbon X 

steel control ponel, 
clw, modem 
interface, dial-out 
emergency chatter 
box 

1 Motor Control X 

Centre 

pumps 
2 VFD for permeate X Boldor 

1 PLC/HMI X Allen-Bradley 

49677-06 Rev.1, September 8,2006 Page 7 of 12 
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Table 4 Membrane Systems Scope of Supply for Section 14 Plant 

Qty Item ZENON Other Size Manufacturer Note 
ZeeWeed Tank Components 
8 Membrane tank X 

[Epoxy coated Steel 
Tank) 

cassettes ond 
associated 
Hardware 

Membrane Module ft2 cassette 

header pipe item 

header pipe item 

8 ZeeWeed500d[48) x ZENON 

384 ZeeWeed500d X 130,560 ZENON 48 elements in each 

8 Permeate collection x Lot Fabricated 

8 Air scour distribution x Lot Fa bricated 

8 DroinValve X Keystone 
16 Drain Ball Valve X Keystone 
8 Permeate Valve X Keystone 

Signal Master 

Turbidity Meter Hach 
Lot Pressure gauge Ashcroft 
Membrone Blower 

Membrane scouring 50 HP Aerzen 
blower (FVNR) 
[two dutyktandby) 

4 Isolation Valve X Keystone 
4 Pressure gauge X Ashcroft I 
4 Air flow switch X Kobold 
Lot Piping x Fabricated 
Backpulse Tank System 
2 Backpulse tonk X CT-3300 ACO Poly-ethylene 
4 Level w i t c h  X Signal Master 
2 Isolation volves and x Keystone 

piping 
2 Air vent filter X Solberg 
2 Discharoe strainer X Tote Andale 
Permeate Pumps 
4 Permeate/ x 20 HP Baerger Controlled based on 

bockpulse reversible IVFDI level in the 
pumps membrane tank 
(duty/standby on which changes with 
each skid) feed flow. VFD 

adjusted to match 
feed flow 

49677-06 Rev.1, September 8.2006 Page8 of 12 



Gf 
Water &Process Technalogies 
ZENON Membrane Solutions 

~~ ~ 

Qty Item ZENON Other Size Manufac$rer Note 
4 Magnetic flow meter x 4" Endress & Measure flow from 

Hauser permeate pump 
Lot Isolation Valves X Keystone 
4 Temperature gauge x Ashcroft 
4 Pressure Transmitter x Endress & TMP measurement 

4 Pressure Switch X Unrted Electric 

4 Pressure Switch X United Electric 

2 Permeate pump skid x Fa bricated 

Chemical Cleaning Systems 

House 

Discharge 

Membrone 

item 

1 Sodium X ARO Controlled by 
Hypochlorite ZENON PLC for 
addition system for membrane cleaning 
membrane recovery Operator can adjust 
cleaning. d w  one settings. 
diaphragm pump, 
piping and valves 

1 Sodium hypochlorite x 120 gal ACO Poly-ethylene 
day tank 

system for ZENON PLC for 
membrane CIP membrane cleaning 
cleaning, c/w one Operator can adjust 
diaphragm pump, settings 
piping and valves 

1 Citric acid day tank x 120 gal ACO Poly-ethylene 
Control System 
2 NEMA 1 2  carbon X 

1 Citric acid addition X ARO Controlled by 

steel control panel 
d w ,  modem 
interface, dial-out 
emergency chatter 
box 

Centre 

pumps 

2 Motor Control X 

4 VFD for permeate X Boldor 

2 PLC/HMI X Allen-Bradlev 

49677-06 Rev.1, September 8,2006 b g e  9 of 12 
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Water & Process Technologies 
ZENON Memb!ane Solutions 

J Mechanical X 

document, 
incl. PFDs: P&IDs: 
GAS; BoM5; Hydoulic 
Designs; process 
piping loyout ond 
design, etc. 

Instrumental 
document, ind. 
control norrotives. 
vendor detail 
drowing 
004 Monuol X 

' Electrical and X 

Table 5 Common Scope of Supply 

4 

Note Qty Item E N O N  Other Size Manufacturer 
Compressed Air System 

2 Oil free air X 25 S d m  Quincy Operated to 
maintain 
compressed air for 
pneumatic valves 

compressor [Duty / 7.5 HP 
Standby) d w  
receiver 

operations. Typically 
on 10-20% of the 
time. 

2 Duty/Standbydryer x 25 scfm Qulncy 
for Compressed air 
line 

Mlscellaneous 
Lot Pressure regulator x 
Lot Automatlc volves 13" x 

Wotts Fluidair 
Keystone 

and obove) 
Lot Ball volves - X P,nnrl. . ,, I"-IL 

stoinless steel 
Lot Ball volves - pvc X Chemline 
Lot Diaphragm valves X Chemline 
Lot Butteffly volves 13" X Kevstone 

and above1 
Lot PVC boll check X Chernline 

Page 10 of 12 49677-06 Rev.1, September 8,2006 
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2.2 Scope of Supply - Others 
The following items are for supply by OTHERS and will include, but are not limited to: . 
I 

m 

9 . 
m 

. 
m 

rn 

m 

9 

. 
9 

9 

Overall plant design responsibility; 

Review and approval of design parameters related to the membrane separation 
system; 

Review of ZENON-supplied equipment drawings and specifications; 

Detail drowings of a11 termination points where ZENON equipment or moterials tie 
into equipment or materials supplied by others; 

Equipment foundations, civil work, equipment mounting pads. buildings etc.; 

Receiving, unloading and safe storage of ZENON-supplied equipment at site until 
ready for installotion; 

HVAC equipment design, specifications and installotion [where applicable); 

UPS, Power Conditioner, Emergency power supply ond specification [where 
applicable); 

Concrete bioreactor tank, complete with anoxic zone and oerobic zones; 

1 to 2 mm pretreatment fine screen, transfer pumps and controls from equalization 
tank to bioreactor are not included, but can be provided as required. 

Equalization tonkls) and transfer pumpis)- as required; 

Process and utilities piping, pipe supports, hangers, valves etc. including but not 
limited to: 

o Piping, pipe supports and valves between ZENON-supplied equipment and other 
plant process equipment; 

Piping between any loose-supplied ZENON equipment; 

Process tank aeration system air piping, equalization tank system piping, etc: 

o 

o 

Treated water storage tankls) where applicable; 

Electrical wiring, conduit and other appurtenances required to provide power 
connections as required from the electrical power source to the ZENON control panel 
and from the control panel to any electrical equipment, pump motors and 
instruments external to the ZENON-supplied enclosure; 

All bolts, brackets ond fosteners to install ZENON-supplied equipment; 

Sampling and water quolity onalysis; 

Row materials, chemicals, and utilities during equipment start-up and operation; 

Disposal of Initial Start-up wastewater and associated chemicals; 

Disinfection - as required. 

Page 11 of 12 49677-06 Rev.1, September 8.2006 
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3 Commercial 
3.1 System Price 

GE ZENON's pricing [US FUNDS) to supply equipment /services in this proposal for Far West 
Water & Sewer: 

1. Seasons plant 10.15 MGD ADFI 

2. Del Oro plant 10.3 MGD ADFI 

3. Section 14 plant (1.3 MGD ADFI 

One Ill Z-MODTM 1-192 wastewater membrane treatment system ....................... $521,428 

One I1)Z-MODTH 1-192 wostewotermembrone treatment system ....................... $ 615,769 

Two (21 Z-MODTM 1 -192 wostewoter membrane treotment systems ....................... $2,019,033 

The prices presented here have been based on the premise that all plants will be purchased 
together. In the event that orders for individual plants are stoggered, price adjustments moy be 
necessary depending. Receipt of place delivery schedules. 

Optional: 
1. Two (21 membrane tanks and Two 12) ZeeWeeda membrane cassettes, each cassette d w  
48 ZeeWeedQ 500d membrane elements .. ............................................................................ $ 433,691 

2. Two (21 membrane tanks and Two (21 ZeeWeedB membrane cassettes, eoch cassette c/w 
24 ZeeWeeda 50Od membraneelements ............................................................................... $ 311,910 

3.2 Terms and Conditions 
with the updoted system price as shown in Section 3.1, all other commercial Terms and 
Conditions, included in the original fino1 proposal (#49677-06, dated July 28, 2006). still apply. 

49677-06 Rw.1, September 8,2006 p o p  12 of 12 
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EXECUTIVE SUMMARY 

On July 6, 2012 Far West Water & Sewer, Inc. (“FWWS’’) filed for a rate 
increase for its wastewater rates. According to its application the 
Company claimed that it had invested in major upgrades to its wastewater 
facilities and required a rate increase to recover its additional costs of 
providing service. 

The Company claimed that its rate base had increased significantly. The 
Company also claimed that in 2009 (Decision No. 71447) the Commission 
found its wastewater division to be insolvent. Further, the Company 
claims that its financial condition has not improved since then. 

In this case, Far West requests a rate increase of $3,866,046, or 173.52% 
in order for it to earn a rate of return on its original cost rate base of 
7.40%. A residential customer’s monthly bill would increase by $40.90 to 
$62.65 per month, an increase of 188.05%. 

My testimony describes and presents evaluations, observations and 
recommendations regarding whether the Company’s wastewater 
treatment plant investment is used and useful. My analysis is geared 
towards determining whether FWWS’s request to place the original cost of 
its treatment plant upgrade in rate base is in the ratepayer’s best interest. 

As a result of my review and evaluation of the information available in this 
proceeding I have determined that no more than 69.9% of the investment 
in wastewater treatment should be considered to be beneficial to current 
Far West customers and the balance could be beneficial to future Far 
West wastewater customers. 

As a result of my analysis I determined that Far West overstated its 
depreciable utility plant in service (UQIS) by $1 0,936,720 which results in 
an overstatement of the revenue requirement by $1,329,304.‘ 

’ Adjustment is based on RUCO’s rate of return and Gross Conversion Factor. 
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NTRODUCTION 

3. 

4. 

Q. 

A. 

Please describe your professional experience. 

I have provided expert witness and consulting services in Economics, 

Finance, Utility Regulation, Industrial Organization, and related areas in 

administrative and judicial litigation proceedings for over thirty years. I 

have also taught graduate and undergraduate college classes in 

Economics, Finance, Quantitative Methods, Financial Accounting, 

Managerial Accounting, Cost Accounting, Management and related 

classes. 

Please provide a summary of the Far West application. 

On July 6, 2012 Far West Water & Sewer, Inc. (“the Company”, “Far 

West”, or TWWS”) filed an Application for a rate increase for its 

wastewater rates. Far West provides wastewater service in 

unincorporated areas of Yuma County, Arizona. FWWS stated that it had 

invested in major upgrades to its wastewater facilities, as required by a 

Consent Judgment with the Arizona Department of Environmental Quality. 

The Company claims that it does not have sufficient resources to pay all of 

its bills as they become due and obligations to multiple parties are 

overdue because of its investment in new plant. 

Far West currently charges residential customers a flat monthly charge of 

$21.75 for wastewater service. It is requesting a $40.90 per month 

1 
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increase (1 88.05%). The total rate increase requested is $3,866,046, or 

173.52%. 

Far West is a Class A utility providing water and wastewater to 

approximately 15,500 water customers and 7,067 residential, 44 

commercial wastewater customers and four recreational vehicle parks 

containing 71 3 spaces. Most of the Company’s wastewater customers are 

also Far West’s water customers. 

a. 
9. 

8. 

A. 

What is the nature of your testimony in this proceeding? 

My testimony describes and presents evaluations, observations and 

recommendations regarding whether the plant, as constructed, is currently 

used and useful. My analysis is geared towards determining whether Far 

West’s request to place the original cost of its wastewater treatment plants 

in rate base is in the ratepayer’s best interest. 

Ariadair Economics Group was directed by RUCB to analyse and report 

on all adjustments to rate base related to the wastewater processing plant 

upgrades, whether the plant is used and useful including an analysis of 

excess capacity, if any. 

What were the major components of your evaluation? 

My colleague, Mr. Royce Duffett, P.E., and I visited the Far West office 

and treatment plants in Yuma and interviewed Far West employees. In 

addition, I reviewed, analysed and evaluated the Company’s application in 

2 
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this matter, the history of the Far West wastewater system, the Company’s 

work papers, and its responses to data requests submitted by RUCO and 

other participants in the proceeding. I also reviewed the engineering 

report submitted in Docket 08-0454 as well as the 12/31/2011 Annual 

Water & Sewer Report submitted by the Company to the Commission. 

a. 
2. 

Was this testimony prepared by you or under your supervision? 

Yes. 

BACKGROUND OF THE FAR WEST WATER AND SEWER SYSTEM 

3. 

4. 

Would you describe the background of the Far West Water and 

Sewer system? 

Yes. On December 19,2008, Far West Water & Sewer Company filed an 

emergency application, WS-03478A-08-0608, for the immediate 

implementation of interim rates for sewer service. Those rates would be 

effective until a decision had been issued on the Company’s application 

for permanent rate increase. The Company had filed an 

for permanent rates on August 29, 2008, in Docket No. WS-03478A-08- 

0454. By Procedural Order dated December 10, 2008, the permanent 

rate case was set for hearing to commence on July 29, 2009. Following 

the filing of the emergency rate application, by Procedural Order dated 

January 23, 2009, the proceedings in the permanent rate case were 

suspended pending the conclusion of the emergency case. 

application 
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The shareholders of Far West are sisters Paula Capestro and Sandy 

Braden. Mr. Andrew Capestro is married to Paula Capestro and oversaw 

the Company during its sewer renovation project. 

‘ABLE 1 - Far West Wastewater Design Capacities 

2. 

4. 

Did the Arizona Department of Environmental Quality (ADEQ) 

investigate Far West’s sewer operation? 

Yes. After customer complaints about odors and effluent quality, the 

ADEQ investigated the Company’s sewer operations. On March 10, 2006, 

ADEQ entered into a Consent Order with Far West with respect to the Del 

Oro treatment facility. In that Consent Order, Far West was required to 

make short, medium and long-term measures to address operational, 

maintenance, capacity and permitting deficiencies associated with the Del 

Oro plant. 
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Did Far West hire an engineering firm? 

Yes. In April 2006, after the Del Oro Consent Order, Far West stated that 

it hired Coriolis, an engineering firm, to perform a comprehensive review 

of the entire utility, water and sewer, including addressing the issues of 

the wastewater plants. Before Coriolis could prepare a comprehensive 

engineering study, however, Far West claims, that the Company had to 

address the issues surrounding the Del Or0 treatment plant. With the 

assistance of Coriolis, Far West was able to locate a temporary treatment 

facility. Far West was able to have the temporary plant installed and 

operational before the deadline in the ADEQ Consent Order. Far West 

then turned its attention to the system wide odor problem which resulted in 

the Company injecting dioxide chemicals throughout the system and 

installing carbon filters. 

According to Far West, Coriolis found that the Company had many more 

issues besides the Del Or0 Treatment Plant. After addressing the 

deficiencies at the Del Oro Plant and the odor problems, the Company 

stated that it then proceeded to address longer-term goals of designing as 

system that which would allow the Company to maneuver itself into a 

more manageable position. The Company claims it did not have proper 

plant inventories or maps of its systems and had a hard time locating 

facilities for repair and maintenance and keeping track of customers so 

Coriolis recommended that Far West engage in a mapping project and 

purchase new bi I I i ng software. 
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2. 

4. 

8. 

A. 

What else did Coriolis determine? 

According to Far West, Coriolis determined that all of Far West’s 

wastewater plants, except the Marwood plant, required major 

modifications. The engineers determined that Far West had too many 

treatment plants for the size of its service area. Far West claimed that 

the hodgepodge of treatment plants was the result of the rapid 

development, with individual developers building the plant capacity that 

they needed for their individual developments and then contributing the 

plant to Far West. In addition, the treatment systems were not working 

properly and could not easily be made to work properly. Problems with 

the wastewater treatment plants included inadequate aeration in the 

tanks, and inadequate mechanisms for handling sludge and removing 

effluent. As a result, Far West’s treatment plants were not meeting the 

applicable nitrogen requirements and were sometimes exceeding turbidity 

and fecal coliform limits. 

Bid Coriolis design a sewer renovation project? 

Yes. Coriolis designed a sewer renovation project which involves 

expanding the Section 14 plant, from a capacity of 150,000 gpd to 1.3 

million gpd, closing the Palm Shadows plant and diverting the flows that 

had been going to Palm Shadows to Section 14 for treatment. The Palm 

Shadows plant would be decommissioned and converted to a lift station. 

The Del Oro plant would be expanded from a capacity of 300,000 gpd %Q 

6 
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495,000 gpd. Then, the Villa Del Rey and Villa Royale flows would be 

diverted to the new Del Oro plant, and the Villa Del Rey and Villa Royale 

plants would be closed. The temporary plant currently installed at Del Oro 

would be moved to the Seasons plant, which would expand that capacity 

from 70,000 gpd to 150,000 gpd. In addition, some of the flows currently 

treated at Marwood plant would also be diverted to the Section 14 Plant. 

a. 
9. 

How did Far West propose to finance the plant improvements? 

In July 2006, the Company obtained the first of two bridge anticipation 

notes (“BANS”). The first BAN, was in the amount of $11.1 million, and 

was secured by the pledge of the shareholders’ stock in Far West. ‘The 

purpose of the first BAN was to allow Far West to begin funding the 

costs of the system-wide improvements, including design and engineering 

costs. 

On October 25, 2006, Far West entered into a second Consent Order with 

ADEQ, which order superseded the first. The new Consent Order 

required Far West to Apply for new or amended aquifer protection 

permits (“APPs”) for the Del Oro, Seasons and Section 14 plants, as well 

as closure permits for the Villa Royale, Villa Del Rey and Palm Shadows 

plants. The Company was required to submit APP applications relating to 

these projects within 30 to 90 days. The Company met the deadlines for 

these submissions. 

7 
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On December 31, 2006, Far West closed on a second BAN for $17.7 

million which was secured by a pledge of the shareholders’ stock. The 

purpose of the second BAN was to pay off the first BAN and provide 

additional funds to cover the costs of the on-going water and sewer 

system renovation. Far West stated that Coriolis’ goal was to complete its 

work for Far West by February 2007. Far West’s shareholders used the 

BANS to continue the procurement process and begin construction. Far 

West determined that it would order plant prior to receiving ADEQ 

approval of the APPs. The Company believed that they could start 

ordering equipment as long as it did not book the plant until after it 

received the APP approvals from ADEQ. 

GI. 

4. 

What did ADEQ direct Far West to do in the Second Consent Order? 

In the Second Consent Order, ADEQ directed Far West to cease all 

construction- related activities, including procuring equipment until the 

APPs were issued. Far West stated that it tried to convince ADEQ to 

allow it to proceed at its own risk with construction activities, but ADEQ 

would not agree. All construction and most procurement activities stopped 

ADEQ 18 until ADEQ issued the APPs. Far West stated that it took 

months to issue all of the permits. 

During the period ADEQ had the APPs under review, Far \.\?st states that 

it undertook activities that did not require ADEQ permits, suck as 

8 
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preparing sites for the renovation projects and preparing a long-range 

engineering study. Far West stated that it also sought permanent 

financing for the system improvements. The Company obtained a 

commitment for the issuance of Industrial Development Authority (“IDA) 

bonds through the Yuma County IDA in the amount of $32.5 million. The 

projects included in the request included “acquisition, construction and 

installation of improvements to Far West’s wastewater treatment plants 

and drinking water treatment system.” 

a. 
4. 

Did the IDA financing require Commission approval? 

Yes. The IDA financing required Commission approval and on July 26, 

2007, Far West filed a Financing Application with the Commission. 

Far West concluded that under its existing rates it might not be able to 

support a Financing Application with the Commission for the entire $32.5 

million, and thus, reduced its IDA funding request to a little more than 

$25 million. The $25 million was intended to allow Far West to pay off an 

existing WlFA loan in the amount of $4.45 million, pay off the second BAN 

and construct the sewer system upgrades once ADEQ approved the 

APPS. Far West’s Financing Application sought authority to issue 

evidence of indebtedness in an amount not to exceed $25,215,000 for 

the purpose of constructing sewer system infrastructure improvement 

needed to ensure safe and reliable utility service and comply with the two 

Consent Orders between the Company and the ADEQ and for repayment 
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and consolidation of certain existing debt, which was incurred by the 

Company on a short-term basis for similar purposes. On October 30, 

2007, in Decision No. 69950, the Commission authorized Far West to 

obtain the IDA financing. 

Q. 

A. 

Were all of the IDA funds used for Far West’s wastewater system? 

No. In making its Financing Application with the Commission the 

Company stated that a portion of the IDA funds would be used to repay 

and consolidate the outstanding debt, which debt had been used in paa 

for water treatment improvements. Far West stated that by the time the 

IDA funds were taken down, the Company had already spent nearly $1 

million to improve its water system, and had committed to spend roughly 

$1.8 million on water system related improvements. Far West stated that 

it inadvertently omitted requesting authority to finance improvements to 

the water system. 

Far West closed on the IDA bonds on or a b u t  December 13,2007. The 

Company incurred approximately $1.3 million in costs and fees to obtain 

the IDA bonds, which were paid from the bond proceeds. After paying off 

the $4.45 million WlFA loan, and the second BAN in the amount of 

million, $8.5 million remained from the IDA bond proceeds to fund the 

construction project. 

10 
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GI. 

4. 

Was Far West able to complete the project with the $8.5 million 

available? 

No. By mid-2007, the effluent ponds at the Palm Shadows plant had 

ceased to percolate, and the Company began to incur the costs of 

hauling effluent from the Palm Shadows treatment plant to the City of 

Yuma facilities. Far West utilized its affiliate, H&S Developers, a real 

estate company, owned by the principles of Far West, to deliver the 

effluent from the Palm Shadows plant to the City of Yuma for disposal at a 

monthly cost of approximately $45,000, including the costs paid to the 

City. Far West states that by using H&S Developers, it was able to reduce 

its costs of hauling the effluent. In addition Far West identified cost 

overruns dealing with membranes and vadose wells of about $4.5 million. 

USED AND USEFUL 

Q. 

A. 

From a regulatory perspective what does the term “used and use%ul” 

mean? 

The concept matches the customers of a utility’s plant with the owner’s 

recovery of the cost of the plant. For example, if 180 per cent of a plant 

is being used by the current customers of the plant then those customers 

are the beneficiaries and they are obligated to pay the utility for its cost of 

providing the plant. However, if only 50 percent of a plant is being used 

by current customers, then those customers are only obligated to pay for 

the 50% of the plant they are using and future customers should be 

11 
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obligated to pay for the remainder of the plant when they use it in the 

future. 

In summary, the concept considers what portion of the plant or 

improvement is actually being used and is therefore subject to rate base 

consideration. If a plant is not in use, or used by current customers, then 

it should not be considered for rate base treatment because current 

ratepayers should not have to pay for a plant that benefits future 

ratepayers. This simply follows the regulatory adage that cost causers 

should be cost payers. That is, current customers should pay only for the 

costs they cause and future customers should, in their turn, pay for costs 

they cause. This proper concept of used and useful does not exclude 

recovery of investment by utilities, it simply allows for the recovery of 

those costs to be from the customers that benefit from the investment. 

Q. 

A. 

Q. 

A. 

Has the Commission determined if Far West’s Wastewater treatment 

facilities are used and useful or prudent? 

NO. 

If the Commission determines that building and operating the 

wastewater treatment plant was prudent does this mean that the 

White Tanks plant is automatically used and useful? 

No. The concepts of prudency and of used and useful are different so the 

determination of used and useful and the determination of prudent must 

12 
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also be determined separately and on the merits of the situation being 

considered. Otherwise it would be very easy to force a violation of the 

matching principle. That is, suppose a utility prudently built a wastewater 

processing plant with a capacity to treat 5 MGD and had access to only 1 

MGD of peak day wastewater to treat. Under the notion that a prudent 

investment must, by definition, be used and useful, the current customers 

of the plant who only used 1/5 of the capacity of the plant would be forced 

to pay for the entire plant. This would force a mismatch because future 

customers are getting a free ride on the shoulders of existing customers. 

This would also create a powerful incentive for utilities to overbuild and 

gold-plate their investments to the detriment of customers. It makes 

economic sense, and, in my opinion, is in the public interest, for the 

Commission to make a determination of prudency and a separate 

determination of used and useful after carefully considering all the fads of 

each case as it has done in the past. 

a. 

A. 

In your opinion, what would be the result of allowing a prudency 

determination to automatically determine whether an investment is 

used and useful? 

In my opinion adoption of such a policy could tie the hands of the 

Commission in evaluating applications to include new plant and equipment 

in rate base. That type of policy could also be expected to induce utilities 

13 
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to over-invest and could result in misallocation of resources, causing 

unnecessary economic harm to ratepayers. 

1. 

1. 

3. 

4. 

Are there different ways of viewing the concept of used and useful? 

Yes. An engineering perspective recognizes the “lumpiness” of capital 

investment and looks to a planning horizon of up to five years to 

measure used and useful. An accounting perspective generally takes 

a more current view of investment but generally recognizes that future 

customers can be expected to utilize currently unused portion of the plant 

and allows for depreciation expense to be deferred matching the current 

unused portion of the plant with the future users of the plant. 

Did you conduct an analysis to determine if the Far West wastewater 

treatment plant is used and useful? 

Yes. The following table summarizes my analysis. The relevant data, 

data from the application forms and Mr. Duffett’s testimony are the bases 

for my analysis. There are two components used in the analysis. These 

are rated capacity and demand capacity. Demand capacity is determined 

by using an engineering standard and by actual flow data provided by the 

Company. See Direct Testimony of Royce Duffett. The two are compared 

to the rated capacity and then averaged to determine the impact ow 

depreciable UPlS and the revenue requirement. The impact ow 
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Data from 
Application 

$ 36,334,619 
2,332,500 

7,824 
1,877,760 
2,065,536 

1 1.4% 
$ 4,142,147 

depreciable UPlS and the revenue requirement are calculated based on 

Actual Flow Data 
Depreciable Utility Plant in Service 
("UP I SI1) 
Rated Capacity 
GPD @ peak usage 

Adjustment to Depreciable UPlS 
Over Investment 

RUCO's cost of equity and gross conversion factor. 

$ 36,334,619 
2,332,500 
1,195,000 

$ 7,731,294 
48.8% 

rABLE 2 - Analysis Summary 

Q. 

A. 

Did Mr. Duffett determine what part of the Far West processing plant 

is used and useful? 

Yes, Mr. Duffett determined that 30.1% of the plant was not used and 

useful. 
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Q. Does that conclude your testimony? 

A. Yes. 
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EXECUTIVE SUMMARY 

RUCO consultant Thomas H. Fish, Ph.D. responds to the rebuttal 
testimony of Far West witness Ray L. Jones on the plant capacity issue 
associated with Far West‘s request for a permanent rate increase. Based 
on his review of Mr. Jones’ rebuttal testimony, Dr. Fish recommends the 
fol I owi ng : 

Dr. Fish continues to recommend that no more than 69.90 percent of Far 
West’s investment in wastewater treatment should be considered to be 
beneficial to current Far West customers. 

Dr. Fish continues to advocate that Far West overstated its depreciable 
utility plant in service (“UPIS”) by $10,936,720 which results in an 
overstatement of the revenue requirement by $1,329,304. 
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NTRODUCTION 

3. 

4. 

3. 

4. 

Q. 

4. 

Please state your name, occupation, and business address. 

My name is Thomas H. Fish. I am President of Ariadair Economics Group. 

My business address is 1020 Fredericksburg Rd., Excelsior Springs, MO 

64024. 

Are you the same Thomas Fish that presented testimony on behalf of 

RUCO earlier in this proceeding? 

Yes. 

What is the purpose of your surrebuttal testimony? 

The purpose of my surrebuttal testimony is to address various questions 

raised by the Company regarding my direct testimony which addressed 

Far West's plant capacity. 

PLANT CAPACITY 

Q. Have you reviewed the rebuttal testimony of Far West consultant Ray 

L. Jones, which was filed on March 11, 2013? 

Yes. I have reviewed the rebuttal testimony of Mr. Jones who takes issue 

with my plant capacity recommendations. 

A. 

. . .  
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2. 

4. 

1. 

4. 

3. 

4. 

Q. 

9. 

... 

Mr. Jones complains that the plant capacity should be evaluated on 

an individual basis rather than on a system-wide basis. Do you 

agree? 

No. As shown by Mr. Duffett, the results of individual analysis and 

aggregate analysis are the same so there is no gain or loss by selecting 

one procedure over the other. 

Mr. Jones claims that Mr. Duffett should have used December 31, 

2011 design capacity in his analysis rather than Ultimate design 

capacity. Do you agree? 

No. Mr. Jones presented the design capacities in his filings and, as such, 

they were accepted as valid. 

Do the criticisms by Mr. Jones have merit regarding Mr. Duffett's 

analysis? 

No. 

Does Mr. Jones admit that Far West has excess capacity? 

Yes. In fact, Mr. Jones admits that Far West does have excess capacity. 
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3. 

4. 

Q, 

9. 

Q. 

A. 

Q. 

A. 

Mr. Jones complains that a rate base adjustment has already been 

made and that Dr. Fish’s adjustment is double counting. Do you 

agree? 

No. Mr. Jones used dollars of different weighted values which distort the 

results of an analysis. Equal value dollars should be used and these are 

what I used. 

Does Mr. Jones complain about your use of depreciation? 

Yes. My analysis is an 

aggregate analysis and as such properly bundles the depreciable items 

together. 

However, his complaints are not legitimate. 

Does your silence on any other issues, matters or findings 

addressed in the rebuttal testimony of Mr. Jones or any other 

witness constitute your acceptance of the Company’s positions on 

such issues, matters or findings? 

No, it does not. 

Does this conclude your surrebuttal testimony on the plant capacity 

issue? 

Yes, it does. 

3 



Engineering Data 

Depreciable Utility Plant in Service ('IUPlS'I) 
Rated Capacitv 

I Data from 
Application 

$ 36,334,619 
2.332.500 

GPD @ 240 
Plus 10% (reserve) 

_ _ _ _ _ ~  

[No. Services 
1,877,760 
2,065.536 

7,824 I 

Over Investment 
Adjustment to  Depreciable UPlS 

11.4% 
$ 4,142,147 

Peak Usage Data 
GPD @ peak usage 1,195,000 
Over Investment 
Adiustment to Demeciable UPlS 

48.8% 
17.731.294 

Revenue ImDact 

Total Over Investment 
Total Adiustment to Depreciable UPlS 

30.1% 
10,936,720 

Rate of Return @ 7.30% 
Gross Revenue Conversion Factor @ 1.6605 

798,381 
1.329.304 



f 

Engineering Data 

Depreciable Utility Plant in Service (I'UPISI1) 
Rated CaDacitv 

Data from 
Application 

$ 38,499,820 
2,332,500 JI/o. Services 1 ~ 7,824 1 

GPD @ 240 1,877,760 
Plus 10% (reserve) 2,065,536 

Over Investment 11.4% 
Adiustment to  DeDreciable UPlS 4.388.979 

Peak Usage Data 
GPD @ Deak usaae 

I 

1,195,000 
Over Investment 
Adiustment to  Deweciable UPlS 

48.8% 
18.787.912 

Total Over investment 
Total Adiustment to Depreciable UPlS 

Revenue Impact 

30.1% 
11,588,446 

Rate of Return @ 7.30% 
Gross Revenue Conversion Factor @ 1.6605 

845,957 
1,408.5 18 
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NTRODUCTION 

a. 
4. 

1. 

9. 

3. 

4. 

Q. 

4. 

Please state your name, occupation, and business address. 

My name is Royce A. Duffett. I am an Engineer with Ariadair Economies 

Group. My business address is 414 S. Thompson Ave., Excelsior springs, 

MO 64024. I am also owner of RAD Construction and Engineering, a 

DesignIBuild company, at 41 1 W. Lexington, Richmond, MO 64085. 

What does Ariadair Economics Group do? 

Ariadair Economics Group provides expert witness and consulting 

services in administrative and judicial litigation proceedings. 

Please describe your educational background. 

I hold a B.S. degree in Civil Engineering from University of Missouri - 

Columbia. I am a registered Professional Engineer in the State of 

Missouri. My number is: 2002016645. 

Please describe your professional experience. 

I was responsible for cost analysis and safety issues for utility asset 

relocation. I have extensive experience with Design/BuiId construction 

projects including utility assetskafety considerations. I have extensive 

experience in the adherence of contracted work to the Missouri 

Department of Transportation: plans, specifications, special provisions and 

contracts, construction and supervision of contractors to the State of 

1 



I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

43 

14 

15 

If3 

17 

48 

19 

20 

21 

22 

23 

lirect Testimony of Royce A. Duffett 
-ar West Water & Sewer, Inc. 
locket No. WS-03478A-12-0307 

Missouri for roads, bridges and other transportation areas. I wrote and 

approved change orders for contract changes and was responsible for 

over $25M in contracts per year. I am the owner of one of the few 

desig n/build engineering construction companies in Missouri. I am 

responsible for the design of water main and sewer main extensions 

including approval from the Missouri Department of Natural Resources as 

it regulates water pressure, pipe sizing and demand requirements. My 

company handles all aspects of construction from design of the project to 

site preparation, utility line installation to completion of finished buildings. 

Q. 

4. 

What is the nature of your testimony in this proceeding? 

We were directed by the Residential Utility Consumer Office to examine 

the engineering issues related to the Company's $23 million upgrade sf 

the water and wastewater treatment plant. We are to analyze and report 

on all adjustments to rate base related to the $23 million upgrades to the 

water and wastewater treatment plant, whether the plant is used and 

useful including an analysis of excess capacity, if any. 

FAR WEST WASTE WATER TREATMENT PUNTS 

Q. 

A. 

What is the Far West waste water treatment plant? 

The Far West wastewater treatment plant consists of seven indiwiduellly 

operating package-type plants (According to the annual Far West 

and Sewer Report to the AzCC, Page 32). In August 201 I , the 
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Shadows Plant was closed and its flow sent by new force main to the 

Section 14 Plant bringing the total to six individually operating plants. 

3. 

4. 

Q. 

4. 

What did your analysis and evaluation consist of? 

I visited the Far West office and treatment plants in its service territory in 

Yuma Arizona and interviewed Far West employees. I analyzed and 

reviewed the Company’s application in this matter, the history of the 

system, the Company’s work papers and its responses to data requests. I 

also reviewed the engineering report submitted by Lee on August 29, 

2008 in Docket No. 08-0454 as well as the annual Water and Sewer 

reports submitted by the Company to the AzCC. 

Would you explain the design capacity of the sewer treatment plant? 

Arizona Department of Environmental Quality defines “Design capacity” as 

the volume of a containment feature at a discharging facility that 

accommodates all permitted flows and meets all Aquifer Protection Permi% 

conditions, including allowances for appropriate peaking and safety factors 

to ensure sustained, reliable operation. What that means is the amount of 

wastewater that a plant can treat usually calculated in gallons per day 

(GPD). Far West currently has six treatment plants with a total design 

capacity of 2,332,500 GPD. 
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2. 

4. 

1. 

9. 

3. 

4. 

How is the design capacity determined for a given wastewater plant? 

In the absence of historical data, standard engineering practices and 

ADEQ design requirements use an average value of 240 gallons per 

household per day for design of sewer treatment. 

How many water customers does Far West have? 

Far West currently has 7067 residential customers, 44 commercial 

customers and 4 RV parks with 713 spaces. This makes a total of 7824 

customers. 

Using the standard, what would Far West's design capacity be to 

cover the standard 240 GPD? 

Using Far West's reported customer base of 7824 and multiplying it by the 

240 GPD standard, the design capacity of the Far West's facilities should 

be 1,877,760 GPD to meet expected average flows. Daily averages will 

be different based on certain events that take place in the community. FOP 

example, you would expect that weekend usage be higher than weekday 

usage because more people are at home on weekends doing laundry, 

using the bathroom, etc. more than they would during a workday when no 

one is at home. The 1,877,760 GPD represents what their demand would 

be expected to be. In addition, a factor would be taken for future use. 

10% was added to the base to accommodate future use so the pliant 
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would not need to be expanded every year. This results in a design 

capacity of 2,065,536 GPD. 

a. 
4. 

1. 

4. 

a. 
4. 

Q. 

9. 

What is the rated capacity of Far West’s Facilities? 

Far West currently has six treatment plants with a total design capacity of 

2,332,500 GPD or 11.4% above the design capacity to accommodate 

7824 customers under ADEQ’s 240 GPD household standard. 

Does the Company have historical data to provide it with actual flows 

at its plants for the years they have been in service? 

Yes 

What were Far West’s actual average and peak flows in the test year? 

In July, 2012, the Company filed its annual report for 209 1 which included 

a report of its average and peak flows by system and month. An excerpt of 

that report is attached as exhibit A. According to the Company’s annual 

reports, Far West average flow in 201 1 was 754,704 GPD or 32.4% of its 

current rated capacity. 

Should the plant also be designed to accommodate peak usage? 

Yes. As I previously stated, a plant needs to be able to accommodate the 

peak usage, not just an average usage. According to the Company in 

201 1 I its system wide peak demand was 1 ,I 95,000 GPD. 
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P. 

4. 

Q. 

A. 

What is the difference between Far West’s demand and its rated 

capacity? 

1,195,000 GPD represents the peak usage of Far West’s plants for one 

day whereas the Company’s rated capacity is 2,332,500 GPD. 

Why is there such a difference in demand versus design capacity? 

Overinvestment. Dividing the existing peak usage by the current design 

capacity, (1,195,000/2,332,500) this represents a value of 48.8% 

overinvestment in the plant. Or in other words, the plant has 1,139,500 

GPD in available capacity for future use (see used and useful). If you 

were designing a plant with no knowledge of the area or historical data of 

the usage you would use the above 240 gallons per day plus 10% and 

arrive at a required design capacity of 2,065,536 GPD. This value 

represents an 11.4% excess design capacity in the plants. 

USED AND USEFUL -WASTE WATER TREATMENT PLANTS 

Q. 

A. 

What is the concept of “used and useful”? 

The concept matches the customers of a utility plant with the ownets 

recovery of the cost of the plant. For example, if 100% of a plant is being 

used by the current customers then those customers are the beneficiaries 

and they should be obligated to pay the utility for its cost of providing the 

plant. However, if only 50% of a plant is being used by current customers, 

then those customers are only obligated to pay for 50% of the plant they 
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are using and future customers should be obligated to pay for the 

remainder of the plant when they use it in the future. If a new plant is 

sized for future use, ratepayers should not have to pay for the project at 

the present time when it is not needed. If the need materializes in the 

future, the company will benefit by having one set of customers pay for the 

upgrade while another provides excess revenue. If future use doesn’t 

materialize then customers would be paying for inaccurate planning on the 

part of the company. 

2. 

4. 

What is your determination of used and useful? 

I have averaged my determinations of excess capacity above and 

determined that 30.1% of the Company’s plant in service is not used and 

useful (48.8%+11.4%=60.2%/2= 30.1 96) 
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radengineerasbcg lobal.net 

EDUCATION 

1991 -1 994 

Special Courses: 

REGISTRATIONS: 

POSITIONS 

1994 - 2000 

2000 - 2005 

2005 - Present 
2009 - Present 

EXPERIENCE 

B.S., Civil Engineering, University of Missouri 

Numerous special courses dealing with safety, project 
management and planning, construction contract 
administration, and related issues. 

Registered Professional Engineer in Missouri, No. 
2002016645 

Construction Inspector Missouri Department of 
Transportation - Kansas City, MO. 
Resident Engineer, Missouri Department of 
Transportation. 
RAD Construction & Engineering, Owner. 
Ariadair Economics Group, Engineer. 

Summary: Responsible for cost analysis and safety issues for utility 
asset relocation. Design/BuiId construction projects including utility 
assetskafety considerations. Extensive experience in the adherence of 
contracted work to the Missouri Department of Transportation: Plans, 
specifications, special provisions and contracts. Construction and 
supervision of contractors to the State of Missouri for roads, bridges and 
other transportation areas. Wrote and approved change orders for 
contract changes. Responsible for over $25M in contracts per year. 
Owns and operates one of the only designjbuild companies in Missouri. 
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NTRODUCTIOM 

7. 

4. 

9. 

9. 

Q. 

A. 

Q. 

A. 

Please state your name, occupation, and business address. 

My name is Royce A. Duffett. I am an Engineer with Ariadair Economies 

Group. My business address is 414 S. Thompson Ave., Excelsior springs, 

MO 64024. I am also owner of RAD Construction and Engineering, a 

Design/Build company, at 41 1 W. Lexington, Richmond, MO 64085. 

What does  Ariadair Economics Group do? 

Ariadair Economics Group provides expert witness and consulting 

services in administrative and judicial litigation proceedings. 

Please describe your educational background. 

I hold a B.S. degree in Civil Engineering from University of Missouri - 

Columbia. I am a registered Professional Engineer in the State of 

Missouri. My number is: 2002016645. 

Please describe your professional experience. 

I was responsible for cost analysis and safety issues for utility asset 

relocation. I have extensive experience with Design/Build construction 

projects including utility assetdsafety considerations. I have extensive 

experience in the adherence of contracted work to the Missouri 

Department of Transportation: plans, specifications, special provisions and 

contracts, construction and supervision of contractors to the State of 
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Missouri for roads, bridges and other transportation areas. I wrote and 

approved change orders for contract changes and was responsible for 

over $25M in contracts per year. I am the owner of one of the few 

design/build engineering construction companies in Missouri. I am 

responsible for the design of water main and sewer main extensions 

including approval from the Missouri Department of Natural Resources as 

it regulates water pressure, pipe sizing and demand requirements. My 

company handles all aspects of construction from design of the project to 

site preparation, utility line installation to completion of finished buildings. 

3. 

4. 

What is the nature of your testimony in this proceeding? 

We were directed by the Residential Utility Consumer Office to examine 

the engineering issues related to the Company’s $23 million upgrade of 

the water and wastewater treatment plant. We are to analyze and report 

on all adjustments to rate base related to the $23 million upgrades to the  

water and wastewater treatment plant, whether the plant is used and 

useful including an analysis of excess capacity, if any. 

FAR WEST WASTE WATER TREATMENT PLANTS 

Q. 

A. 

What is the Far West waste water treatment plant? 

The Far West wastewater treatment plant consists of seven individually 

operating package-type plants (According to the annual Far West 

and Sewer Report to the AzCC, Page 32). In August 201 1, the Palm 
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Shadows Plant was closed and its flow sent by new force main to the 

Section 14 Plant bringing the total to six individually operating plants. 

a. 
1. 

a. 
4. 

What did your analysis and evaluation consist of? 

I visited the Far West office and treatment plants in its service territory in 

Yuma Arizona and interviewed Far West employees. I analyzed and 

reviewed the Company’s application in this matter, the history of the 

system, the Company’s work papers and its responses to data requests. I 

also reviewed the engineering report submitted by Lee on August 29, 

2008 in Docket No. 08-0454 as well as the annual Water and Sewer 

reports submitted by the Company to the AzCC. 

Would you explain the design capacity of the sewer treatment plant? 

Arizona Department of Environmental Quality defines “Design capacity” as 

the volume of a containment feature at a discharging facility that 

accommodates all permitted flows and meets all Aquifer Protection Permit 

conditions, including allowances for appropriate peaking and safety factors 

to ensure sustained, reliable operation. What that means is the amount of 

wastewater that a plant can treat usually calculated in gallons per day 

(GPD). Far West currently has six treatment plants with a total design 

capacity of 2,332,500 GPD. 

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

I 4  

45 

16 

17 

18 

19 

20 

21 

2% 

lirect Testimony of Royce A. Duffett 
-ar West Water & Sewer, Inc. 
locket No. WS-03478A-12-0307 

3. 

4. 

Q. 

9. 

Q. 

A. 

How is the design capacity determined for a given wastewater plant? 

In the absence of historical data, standard engineering practices and 

ADEQ design requirements use an average value of 240 gallons per 

household per day for design of sewer treatment. 

How many water customers does Far West have? 

Far West currently has 7067 residential customers, 44 commercial 

customers and 4 RV parks with 713 spaces. This makes a total of 7824 

customers. 

Using the standard, what would Far West’s design capacity be to 

cover the standard 240 GPD? 

Using Far West‘s reported customer base of 7824 and multiplying it by the 

240 GPD standard, the design capacity of the Far West’s facilities should 

be 1,877,760 GPD to meet expected average flows. Daily averages will 

be different based on certain events that take place in the community. FOP 

example, you would expect that weekend usage be higher than weekday 

usage because more people are at home on weekends doing laundry, 

using the bathroom, etc. more than they would during a workday when no 

one is at home. The 1,877,760 GPD represents what their demand would 

be expected to be. In addition, a factor would be taken for future use. 

10% was added to the base to accommodate future use so the pliant 
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would not need to be expanded every year. This results in a design 

capacity of 2,065,536 GPD. 

7. 

4. 

2. 

4. 

Q. 

9. 

8. 

A. 

What is the rated capacity of Far West’s Facilities? 

Far West currently has six treatment plants with a total design capacity of 

2,332,500 GPD or 11.4% above the design capacity to accommodate 

7824 customers under ADEQ’s 240 GPD household standard. 

Does the Company have historical data to provide it with actual flows 

at its plants for the years they have been in service? 

Yes 

What were Far West’s actual average and peak flows in the test year? 

In July, 2012, the Company filed its annual report for 204 1 which included 

a report of its average and peak flows by system and month. An excerpt of 

that report is attached as exhibit A. According to the Company’s annual 

reports, Far West average flow in 201 1 was 754,704 GPD or 32.4% of its 

current rated capacity. 

Should the plant also be designed to accommodate peak usage? 

Yes. As I previously stated, a plant needs to be able to accommodate the 

peak usage, not just an average usage. According to the Company in 

201 1, its system wide peak demand was 1 ,I 95,000 GPD. 
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3. 

4. 

Q. 

4. 

What is the difference between Far West’s demand and its rated 

capacity? 

1,195,000 GPD represents the peak usage of Far West’s plants for one 

day whereas the Company’s rated capacity is 2,332,500 GPD. 

Why is there such a difference in demand versus design capacity? 

Overinvestment. Dividing the existing peak usage by the current design 

capacity, (1 ,195,000/2,332,500) this represents a value of 48.8% 

overinvestment in the plant. Or in other words, the plant has 1,137,500 

GPD in available capacity for future use (see used and useful). If you 

were designing a plant with no knowledge of the area or historical data of 

the usage you would use the above 240 gallons per day plus 10% and 

arrive at a required design capacity of 2,065,536 GPD. This value 

represents an 11.4% excess design capacity in the plants. 

USED AND USEFUL -WASTE WATER TREATMENT PLANTS 

Q. 

A. 

What is the concept of “used and useful”? 

The concept matches the customers of a utility plant with the owner’s 

recovery of the cost of the plant. For example, if 100% of a plant is being 

used by the current customers then those customers are the beneficiaries 

and they should be obligated to pay the utility for its cost of providing %he 

plant. However, if only 50% of a plant is being used by current customers, 

then those customers are only obligated to pay for 50% of the plant they 
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are using and future customers should be obligated to pay for the 

remainder of the plant when they use it in the future. If a new plant is 

sized for future use, ratepayers should not have to pay for the project at 

the present time when it is not needed. If the need materializes in the 

future, the company will benefit by having one set of customers pay BOP the 

upgrade while another provides excess revenue. If future use doesn’t 

materialize then customers would be paying for inaccurate planning on the 

part of the company. 

3. 

4. 

What is your determination of used and useful? 

I have averaged my determinations of excess capacity abswe and 

determined that 30.1 % of the Company’s plant in service is not us 

useful (48.8%+11.4%=60.2%/2= 30.1%) 
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Transportation - Kansas City, MO. 
Resident Engineer, Missouri Department of 
Transportation. 
RAD Construction & Engineering, Owner. 
Ariadair Economics Group, Engineer. 

d 

Summary: Responsible for cost analysis and safety issues for utility 
asset relocation. DesignIBuild construction projects including utility 
assetskafety considerations. Extensive experience in the adherence of 
contracted work to the Missouri Department of Transportation: Plans, 
specifications, special provisions and contracts. Construction and 
supervision of contractors to the State of Missouri for roads, bridges and 
other transportation areas. Wrote and approved change orders for 
contract changes. Responsible for over $25M in contracts per year. 
Owns and operates one of the only designlbuild companies in Missouri. 
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1 weren't allowed to do so. 

2 Q. Now, the Section 14 plant has two phases, right? 

3 A. That is correct. 

4 Q .  And do you have to get both phases in operation 

5 to be in compliance with ADEQ? 

6 A.  N o .  I need the first phase to be in compliance 

7 for ADEQ for Palm Shadows and for the Section 1 4 .  I 

8 would not have enough capacity there to take everything 

9 from the force main that I am moving from Marwood or the 

10 commercial on Foothills Boulevard until I get to the 

11 second phase. So if we move that right away, we would 

1 2  be very, very tight, next to the wall, as to, during the 

1 3  peak season, as to whether or not it could handle it. 

14 Then I have to put the next phase in once we can 

15 

1 6  
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1 8  

1 9  
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22  

23 

2 4  
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show that the vadose well and the surrounding golf 

courses are sufficient to take not only the 6 8 1 , 0 0 0  

gallons a day but higher than that. Because some of 

their studies show that it only has capacity of that 

number. Mr. Lee believes that he has studies that shows 

it could take the million three without the use of the 

vadose well. If not, the situation is that they would 

require us to drill at least two more vadose wells. But 

I believe we did a chart that showed the capacities 

necessary and what would happen based upon the ADEQ 

requirements of 1 8 7 . 2  per household. 
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ADT Drilling, Inc. 
28150 N. Alma School Rd.# 103 

PMB# 440 
Scottsdale Az. 85262 

P k  480-471-11 77 
Fax. 480-471-1116 

Invoice 

To: Far West Water 81 Sewer, Inc. 
Address: 13157 E. Street Date: 01-28-09 
City: Yuma State: AZ. ZiD: 85367 Ref: Vadose Zone Well 
Phone: 928-342-1238 Cell: 816-835-9680 Fax: 928-342-7108 
Attn: Tim Mathes 

Location: Yuma. AZ. 

-Mobilization and Demobilization $22,000.00 
-Borehole Drilling 180’ x $250.00 $45,000.00 
-Blank casing and installation 80’ x $50.00 $ 4,000.00 
-Perforated casing and installation 100’ x $60.00 $ 6,000.00 
-Pull back of 24” diameter casing 180’ x $50.00 $ 9,000.00 
-Gravel pack installation 15.8 x $300.00 $ 4,740.00 
-Bentonite chips and natural fill material 1.5 x $3,000.00 $ 4,500.00 
-Injection tubes and gravel pack injection tubes $ 4,500.00 

Sub Total $99,740.00 
Sales tax $ 4,388.56 
Sub Total $104,128.56 

Total amount due $51,258.56 
Less deposit rec’d - $52,870.00 

Respectfully submitted, 

Jay Click 
ADT Drilling, Inc. 
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CYNTHIA CAMPBELL, 

a witness herein, having been previously duly sworn by 

the Certified Reporter to speak the truth and nothing 

but the truth, was examined and testified as follows: 

DIRECT EXAMINATION 

BY MS. WOOD: 

Q. Ms. Campbell, my name is Michelle Wood. I know 

we have met on one occasion before today. And I just 

want to say good afternoon. 

And you are appearing here today by subpoena? 

A. Yes. 

Q. Okay. How are you employed? 

A. I am employed as a compliance manager of the 

water quality division of the Arizona Department of 

Environmental Quality. 

Q- Are you familiar with the company Far West 

water? 

A. Yes. 

Q. And I should say Far West Water & Sewer company. 

A. Yes. 

Q- Okay. How are you familiar with that company? 

How did you come to become involved with them? 

A. I have been dealing with Far West Water & Sewer 

pretty much during my entire tenure at ADEQ, which began 
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Page 333 
in July of 19 - -  I am sorry - -  July of 2006. 

Q. All righty. Are you familiar with the, the 

consent agreement that was entered into between ADEQ and 

Far West Water & Sewer in 2006? 

A. There were actually two in 2006. The second 

one, which was effective October 31st, 2006 I am 

familiar with. I actually drafted it. 

Q. Okay. Does the second agreement in 2006 

supercede the prior agreement in March of 2006? 

A. Yes. 

Q. Okay 

would like to 

October 2006. 

Now, 

So for the purposes of our discussion I 

focus on the second agreement of 

is this an order or an agreement? 

A. It is a consent order that is, it is an order 

that was entered into by ADEQ and Far West as a 

negotiated agreement. 

Q. Okay. NOW, one of the wastewater treatment 

plants that Far West Water & Sewer operates is called 

Marwood. Are you familiar with that one? 

A. I am familiar with the existence of it. 

Q. Can you locate Exhibit R-1 in front of you. It 

should be the largest clipped exhibit in that package. 

A. Yes, I found that. 

Q. This is a copy of the finance agreement 
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Page 334 
submitted by the company. And attached to it is an 

attachment or Exhibit 3 which has a copy of the consent 

agreements. And I would like you to turn to that. 

A. Okay. 

Q. On page 5 and 6, there is some discussion 

regarding Marwood wastewater treatment plant. And it 

looks like from paragraph D that whatever issues that 

were related to a notice of violation were closed by the 

department without action. Is that true? 

A. As of the time of this consent order in 

October of 2006, ADEQ was stating its intention to close 

the notice of violation. 

Q. Okay. Are there any requirements with regard to 

this consent agreement that require the transfer of the 

Marwood effluent, or influent for that matter, to 

Section 14? 

A. I am going to look at the compliance section of 

the order. There are no compliance requirements for 

Marwood in this order. 

Q. Okay. There is a plant referred to as the 

Section 14 wastewater treatment plant, correct? 

A. Yes. 

Q. That plant was previously permitted at 150,000 

gallons per day, correct? 

A. Let me look back at this. Yes. 
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Page 335 
Q. And I am going to give you a copy, actually I am 

going to ask you to look, I think it is, Exhibit R-8 in 

front of you. 

A. Okay. 

Q. Is that a copy of the Section 14 permit? 

A. This is the amendment to Section 14 wastewater 

treatment plant aquifer protection permit. 

Q. Okay. And that was entered or issued by the 

department on what date? 

A. September 4th, 2008. 

Q. Now, it talks about approval of a $1.3 million, 

excuse me, 1.3 million gallons per day limit. What does 

that mean? 

A. The permit, the permit authorizes the wastewater 

treatment plant to operate at a peak flow - -  not a peak 

flow, I am sorry - -  at a design rate of 1.3 million 

gallons per day. So that's the maximum amount average 

flow that they can take into that plant based upon its 

design and what was approved in terms of the design by 

ADEQ . 
Q. By the existence of that 1.3 million gallons per 

day, does that mean that the company has to go out and 

build a 1.3 million gallon per day facility right now or 

is there some other criteria you use to evaluate? 

A. To answer your original question, not 
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Page 336 
necessarily. 

that is directing a wastewater treatment plant to build 

to a certain capacity. 

permit. 

An APP permit is not, it is not a permit 

That's not the purpose of the 

Q .  What is the purpose of the permit? 

A. The purpose of the permit is for the agency for 

the State of Arizona to ensure that what is built as a 

wastewater treatment plant is adequately engineered and 

designed such that it can safely treat a certain volume 

of sewage and the effluent that comes out the other end, 

the discharge, which is what the APP is concerned with, 

is protective of human health and environment. 

Q .  So in the consent agreement, or I think it is 

called a consent order, it says that they will apply for 

a 1.3 million gallons per day APP permit for this 

facility . 
Let's actually read it. Let me point you to the 

exact page so I don't misstate. And if you find it 

before I do, let me know. 

A. I believe page 11. 

Q .  Okay. Okay. Is it in paragraph 2 where it 

talks about the move from 150- gallons per day to 

1.3 million gallons per day? 

A. Yes. The consent order provides in paragraph 

G.2 that Far West was required to submit an application 
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to expand Section 14 from 150,000 gallons per day to 

1.3 million gallons per day. 

Q. Now, where did you come up or where did the 

parties arrive at the 1.3 million gallons per day 

number? 

MR. SHAPIRO: Your Honor, I am going to object. 

I thought the purpose was to ask Ms. Campbell the status 

of these projects. Now we are having her go back and 

explain the entire consent order and how things were 

determined. I think that also calls into question 

conclusions of law regarding a written document. 

MS. WOOD: They are saying they are required by 

the ADEQ order to build to a certain level. What I am 

trying to do is discover why is that number the number. 

MR. SHAPIRO: Well - -  

ALJ RODDA: That seems to be - -  

MR. SHAPIRO: - -  again, I don't think that's the 

issue in this case. So I will make that objection as 

well as we have gone well beyond the scope of this case. 

How this order came about I don't know that 

Ms. Campbell is appropriate to - -  I mean we are 

discussing a negotiated agreement and what is behind it. 

I am not even sure there may not be Rule 408 concerns 

there as well. This was a negotiated settlement of a 

dispute. 
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Page 338 
ALJ RODDA: Well, I will let her answer that. 

BY MS. WOOD: 

Q. How did you arrive at the 1.3 million gallon per 

day order in this consent? 

A. In this particular consent order, that number 

was arrived at because that was what Far West asked for. 

Q. Okay. So did you do, did DEQ do an evaluation 

and demand 1.3 million gallons per day or was it offered 

and you accepted? 

A. It was offered and we accepted based upon - -  I 

mean, we did an evaluation to determine obviously 

whether the number that was chosen would be adequate to 

meet the needs of what they were already servicing, what 

they had committed to serve in actual capacity 

development. 

And I believe, if I recall correctly, that one 

of the other provisions was Palm Shadows was going to be 

decommissioned, taken off line, and the flows were to be 

directed to Section 1 4 .  So those flows also would have 

had to have been taken into account in coming up with 

total volume that was a minimum that they had to, they 

had to permit to that minimum. 

I don't believe that 1.3 million represents a 

minimum. So to the extent that it is greater than the 

minimum, it was not a number of ADEQ's choosing. 
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Q .  Thank you. 

Now, looking back at the Exhibit R-8 that you 

have in front of you, that is a copy of the APP 

permit - -  

A. Yes. 

Q .  - -  for Section 14? 

A. Okay. 

Q. And I am trying to make sense of it and it is 

becoming more clear to me. As you permit it for the 

first phase of 681,000 gallons per day, which is, you 

know, significantly less than 1.3 million gallons per 

day, can you explain the relationship between those 

numbers ? 

A. Well, sometimes when the agency issues permits, 

it issues permits that are built in phases, especially 

if the expansion is somewhat significant. I personally 

do not have knowledge as to why this permit was built in 

this way in these phases. I can read that it did have 

phases in it. 

Q .  Well, let me ask you this: If 1.3 million 

gallons per day was necessary to serve the current 

ratepayers, the transfer from Palm Shadows and anything 

that had already been approved in terms of, you know, 

commitment, would they approve it for 681,000, 681,000 

gallons per day? 
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MR. SHAPIRO: I am sorry. Can you repeat that 

question back. 

(The record was read by the reporter as 

requested. ) 

MR. SHAPIRO: Objection; assumes facts not in 

evidence, calls for speculation by the witness. 

ALJ RODDA: Yes, I am going to sustain that one 

because you are assuming too much in that question. 

BY MS. WOOD: 

Q. What were you looking for in terms of - -  

ALJ RODDA: 

permitting process? 

Do you have anything to do with the 

THE WITNESS: No, in terms of actually issuing 

the permit, no, I have nothing to do with the permitting 

process. 

ALJ RODDA: Okay. 

MS. WOOD: I am asking her how they got to 1.3. 

ALJ RODDA: I know. I just wanted to clarify 

what her job was. 

BY MS. WOOD: 

Q .  Let me just back up then. What is your 

connection with this particular consent order? 

A. I drafted this consent order and negotiated this 

consent order. 

Q .  Okay. So you are familiar with what you were 
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A. Yes. 

Q. Okay. With regard to the capacity of Section 

14, what were you wanting to cover? 

A. As I said, we were looking to cover what 

Section 14 was actually treating at the time. The 

addition of the Palm Shadows flows, and then if Far West 

was telling us that they had made actual capacity 

assurances to additional, for additional flows, we 

probably would have taken that into consideration. 

I think in reality what was happening at the 

time was, is that as long as Far West was going to put 

forth a number which we thought would get to the minimum 

amount it needed to, if it was greater than that number, 

that frankly was not really of any concern to us as a 

compliance matter. So if the number 1.3, which I 

believe came from Far West, not from ADEQ, if it 

represents a number that is greater than the sum of 

those, I don't know why - -  if it was different, it 

wouldn't have mattered to us. 

Q. So as long as you have enough to cover the 

demands that you have just previously identified, ADEQ 

was satisfied? 

A. Yes. 

Q. Okay. The next questions I am going to ask you 
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are about Palm Shadows. Palm Shadows is a waste 

treatment facility also operated by Far West? 

A. Yes. 

Q. What are DEQ's concerns with regard to this 

f acil i ty? 

A. ADEQ has concerns about the operation of Palm 

Shadows for several reasons. As were stated in the 

consent order, one is that they failed to meet the 

discharge limit for nitrogen at Palm Shadows for a 

period of time. In addition to that, a large portion of 

Palm Shadows was built without ADEQ approval or permits. 

And then more recently, there have been numerous 

complaints regarding odor at Palm Shadows, overtopping 

of the evaporation ponds, and operation of those ponds 

generally. 

Q. Okay. What type of waste treatment plant is it? 

A. I am not sure I understand your question. 

Q. Is it a membrane bioreactor? Is it evaporation/ 

percolation? What kind of plant is Palm Shadows? 

A. Let's see. I am actually not sure. 

Q. Can you look to page 5 of the consent, line 6. 

A. Page 5? 

Q. Yes. 

A. Okay. 

Q. That's where they talk about the wastewater 
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treatment plant called Palm Shadows. 

A. Uh- huh. 

Q .  And it says effluent from Palm Shadows 

wastewater treatment plant is disposed of by evaporation 

and percolation? 

A. Oh, yes. 

Q .  Okay. What is the problem with the plant 

evaporating and percolating? 

A. Well, part of the, part of that is hard to say 

simply because Far West has not engaged ADEQ in 

conversations about why they have so many evaporation 

ponds. The original permit permitted two. I believe 

there are now seven, perhaps, evaporation ponds out 

there. So it is difficult to say why and how Far West 

came to the decision about why they needed all those 

evaporation ponds because ADEQ was not involved in the 

process, which should have happened in the permitting 

issues. 

Q .  NOW, typically when you permit a plant, a person 

goes out and they, it gives them the authority to go out 

and what? Is it to construct or to discharge? Or what 

is the process? 

A. An aquifer protection permit is granted to a 

party to discharge. 

Q .  So is it based on an approved design flow? 
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A. It is based on an approved design that is 

reviewed by our permitting group. 

technical aspects of it, both the engineering and the 

hydrology of it, to determine whether or not what is 

being proposed will actually turn out an effluent that 

will meet water quality standards. 

They evaluate the 

Q. What if it doesn't work? 

A. Generally speaking if a facility is operating 

under its permit and they are not able to meet the 

requirements of the permit because of something 

operational, the general practice is for the party to 

come back to ADEQ and propose an alternative or some 

type of fix to it through the permitting process in 

order to get the plant into compliance with water 

quality standards. 

Q. This plant was built in, according to the 

consent agreement - -  I don't know when it was built but 

what it said in the consent agreement, it says April 14, 

1999 ADEQ issued Far West an APP for the Palm Shadows 

wastewater treatment plant permitting a design flow of 

200,000 gallons per day. 

A. That's what it says. 

Q. Okay. Do you have any other facts related to 

the parameters of that design flow and the gallons per 

day? 
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A. Well, I know at the time that the permit was 

issued the facility was already constructed and 

operational, which generally speaking you are not 

supposed to operate a facility without the permit. 

they did go ahead and operate without the permit. 

went and they built a 50,000 gpd facility back in the 

late ' 9 0 s .  That's what was there. 

for evaporation, percolation, effluent disposal. 

And 

They 

It had to have ponds 

Q. How does the percolation part work, how does the 

evaporation/percolation pond work? 

ability to tell me how that works? 

expertise? 

Do you have the 

Do you have an 

A. I am not an expert on it but I know that 

generally a percolation/evaporation pond works through a 

combination of percolating into the soil and 

evaporation. 

disposes of effluent. 

A combination of the two basically 

Q. Now, in addition to - -  I understand there is 

some sort of problem with Palm Shadows and their 

hauling. 

Vault and haul? 

I think you call it - -  what do you call it? 

A. 

Q. Which means? 

A. It basically means you use a truck to take 

either raw sewage or effluent and you transport it to 

Vault and haul is a term we use at DEQ. 
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another location where it is treated. 

Q. Don't they have a wastewater treatment plant 

there? I mean, if the percolation/evaporation ponds 

were not working, isn't there a wastewater treatment 

plant located there to treat the influent making it 

effluent? 

A. At Palm Shadows? 

Q. Yes. 

A. Yes. 

Q. Why does 

Yuma? 

A. I am not 

retreat their eff 

it have to be retreated by the City of 

sure why Far West is choosing to 

uent through the City of Yuma's 

wastewater treatment plant. 

Q. Should effluent come under the treatment plant 

meeting the discharge requirements of the permit? 

A. Yes. 

Q. And if it is effluent, it should be something 

they can use for stated purposes? 

A. Depending on what the permit allows in terms of 

what the quality of the effluent as prescribed by the 

permit. 

Q. And you have different categories - -  

A. Yes. 

Q. - -  of discharge permits? 
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A. There is different categories of effluent 

qual i ty . 
Q. Okay. All right. I am mixing my terms. So I 

have heard you say B quality effluent and Mr. Capestro 

did a lot of testifying about A quality effluent. And 

the term is used reuse or recharge. 

reuse, recharge? 

Can you explain 

A. Generally speaking reuse of effluent is done 

through use and irrigation or other prescribed methods. 

Recharge is a different, is different than reuse. It is 

generally done through wells. And it is recharged into 

the aquifer. 

Q. If they are vaulting and hauling to the City of 

Yuma for retreatment, that's not reuse or recharge? 

A. No. 

Q. Does that mean that what is coming out of the 

waste treatment plant is not effluent that meets the 

quality, or why do we have this problem? 

A. Well, again, I can't tell you why Far West is 

making a business decision to retreat its effluent. I 

can say that the quality of the effluent that's being 

treated by Palm Shadows is not meeting the requirements 

of its APP permit, specifically with regard to nitrogen. 

Q. Okay. What is the problem there? 

A. They are exceeding the discharge limit. 
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Q. Okay. Should the wastewater treatment plant - -  

the wastewater treatment plant you approved had the 

ability to generate effluent that met the standard? 

A. ADEQ generally doesn't issue a permit if it 

doesn't think that the treatment technology is - -  I mean 

we issue the permit with the idea that the treatment 

technology will work. Sometimes that happens and 

occasionally it does not. 

Q. All right. Do you know whether or not the 

percolating ponds failed to percolate because they have 

clay underneath them? 

A. I don't. I don't know that for a fact. 

(Brief pause. ) 

BY MS. WOOD: 

Q. In front of you you have a copy of what has been 

marked as Exhibit R-21. 

A. Yes. 

Q. Can you identify that for administrative law 

judge? 

A. This is the amendment to the aquifer protection 

permit for the Del Oro wastewater treatment plant. 

Q. And on what date was that issued? 

A. February 25th, 2008. 

Q. And are you familiar with these documents? 

A. I have seen these permits, yes. 
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Q. In fact I asked you for copies of them? 

A. Yes. 

Q. Okay. Is this a true and correct copy of the 

document issued by the Department of Environmental 

Quality on February 25th, 2008? 

A. Yes. 

MS. WOOD: Move for the admission of 

Exhibit R-21. 

ALJ RODDA: Any objection to R-21? 

MR. SHAPIRO: Again, we are just introducing 

exhibits that we are not asking anybody questions about. 

So at this point, I mean are we just calling 

Ms. Campbell just to lay a foundation for the document? 

MS. WOOD: I don't think there is anything 

improper about laying a foundation and asking for 

admission of a document that's related to the Del Oro 

plant and ADEQ's requirements when that's the issue 

here. 

ALJ RODDA: Well, if that's - -  I don't know if 

that's an objection or not, but I will admit it. 

(Exhibit No. R-21 was admitted into evidence.) 

BY MS. WOOD: 

Q. On the Del Oro agreement, excuse me, APP permit 

you have in front of you, on page 2 of the permit, what 

is the capacity of this particular facility? 
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A. The maximum average monthly - -  

MR. SHAPIRO: I am sorry. 

THE WITNESS: I am sorry. 

MR. SHAPIRO: I am going to object if we are 

just having her read stuff. But Ms. Campbell already 

testified she is not in the permitting department, this 

is not her area of responsibilities. 

ALJ RODDA: All right. But I think she can 

testify, I mean I am sure she is familiar with the 

document. 

Are you not? 

THE WITNESS: I am familiar with the document. 

ALJ RODDA: So you can answer the question. 

THE WITNESS: The maximum average monthly flow 

for Del Oro based on this permit is 495 ,000  gallons per 

day. 

BY MS. WOOD: 

Q. Does the - -  okay. Again, this number is 495,  

495,000 gallons per day. How did you arrive at the 

figure of 4 0 0  - -  is that also part of the consent 

agreement? 

A. It was incorporated into the consent, into the 

consent order, but it was already a permit that was in 

process at the time this order was executed. The 

application was already in process for 4 9 5 , 0 0 0  gallons 
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per day. 

or I am sorry, I am sorry - -  of this consent order to 

apply for that amount, because the application was 

already in process. 

So it wasn't a requirement of this permit - -  

Q -  Did DEQ demand the level of 495,000 gallons per 

day or was it something that was offered and you 

accepted? 

A. Actually I don't know how that number was 

arrived at, because 1 believe the permit was applied 

for. If this was a discussion in terms of compliance, 

that is, what ADEQ was asking Far West to do in order to 

comply, if that request was made, it predates my time at 

ADEQ . 
Q .  Okay. Thank you. 

There is another facility that Far West operates 

called Seasons, correct? 

A. I am aware of that. 

Q .  Under the terms of the consent agreement, what 

is the company required to do with regard to Seasons? 

And I am looking at page 13. 

A. As I recall, the issue with Seasons was they 

didn't have permit coverage for what they were either 

operating at the time, which I believe was the case, or 

that they were going to operate. And so they needed 

additional permit coverage to cover up to 150,000 
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gallons per day. So the order required them to submit 

an application to amend their APP to get to that 

capacity. 

Q. Now, has the department reviewed and approved an 

amended APP? 

A. Yes. 

Q. What you have in front of you as R-22, is that a 

copy of the amended APP? 

A. It is for Seasons wastewater treatment plant. 

Q. Is this a true and correct copy of the document 

issued by the department? 

A. Yes. This is the document I provided to you. 

Q. And it was issued on which date? 

A. It was issued June 4th, 2008. 

MS. WOOD: Okay. I don't have any more 

questions for Ms. Campbell at this time. 

ALJ RODDA: Okay. Mr. Torrey, do you have any 

questions for this witness? 

MR. TORREY: I have just a few, Your Honor. 

CROSS-EXAMINATION 

BY MR. TORREY: 

Q. Ms. Campbell, I want to direct your attention 

back to Exhibit R-1 that you testified to before that 

has the copy of the consent order that you said you had 
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helped draft. 

A. Yes. 

Q. I believe it is on about page 8 that the 

compliance schedule begins to appear in that document. 

A. Yes. 

Q. I had asked some questions earlier of 

Mr. Capestro related to this document and I wanted to 

follow up with you. 

Is it ADEQIs position that Far West is in 

compliance with its, with this consent order as it 

relates to the Del Oro wastewater treatment plant? 

A. It is ADEQIs position - -  and when I say it is 

ADEQIs position, the agency issued a notice of violation 

to Far West related to this consent order. The notice 

of violation makes allegations that Far West is not in 

compliance with this order. 

contained in that notice of violation relates to the Del 

Oro wastewater treatment plant to the extent that the 

Villa Del Rey and Villa Royale wastewater treatment 

plants are supposed to be taken off line, converted to 

basically lift stations, and then the sewage that would 

normally go to those wastewater treatment plants would 

be put to Del Oro. 

that that has not yet occurred, it is the agency's 

position that Far West is not in compliance with this 

One of the allegations 

So to that extent, to the extent 
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order. 

Q. But you would agree it would be impossible for 

the company to move that effluent to the Del Oro plant 

if the Del Oro is not on line, isn't that right? 

A. That is true. 

Q. And isn't it true that the Del Oro plant is not 

at this time on line and able to process that effluent? 

A. That is my understanding, yes. 

Q. Approximately how long has it been since the 

company and ADEQ discussed the need for the Del Oro 

plant to be modified as it appears in this consent 

order? 

A. Well, as I already testified, the application 

for Del Oro to expand to 495,000 gpd, gallons per day, 

was already in process before we executed the order from 

October of 2006. So to the extent that that answers 

your question, I mean there was a discussion already 

going, there was an application for that to happen. 

Q. So is it safe to say that the company has been 

on notice with ADEQ that modifications were necessary to 

this Del Oro plant since before September 2 0 0 6 ?  

A. Yes. 

Q. Regarding the Villa Del Rey and Villa Royale 

plants, other than the fact that they have not been 

interconnected with Del Oro at this time, are there any 
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other outstanding violations or outstanding 

modifications that need to be made from the perspective 

of ADEQ? 

MR. SHAPIRO: I am sorry. Can I have that 

question read back. 

(The record was read by the reporter as 

requested. ) 

MR. SHAPIRO: Mr. Torrey, are you asking whether 

within the confines of or the context of the consent 

order in general? 

MR. TORREY: Within the context, within the 

context of the consent order. 

MR. SHAPIRO: Okay. Thank you for the 

clarification. No objection. 

THE WITNESS: To the extent that the portion of 

the consent order that's under the title Villa Del Rey 

wastewater treatment plant and Villa Royale wastewater 

treatment plant, and right now I am looking at page 10, 

section F, the provision that I was referring to in my 

previous testimony regarding construction of a 

collection system to Del Oro is referenced specifically 

in F.l. And so my testimony stands with regard to that. 

With regard to the additional requirements that 

are laid out in this consent order, no, the agency has 

not taken a position to date that Far West is a 
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noncompliance with these terms. They have submitted an 

application for closure on both of those facilities, but 

that closure application cannot be complete until the 

facilities are closed. 

I think the other requirement in here is for 

them to submit an application for discharge 

authorization, which, as you have already pointed out, 

they cannot do until Del Oro is available to treat the 

sewage. 

BY MR. TORREY: 

Q. You were just looking at page 10. If I could 

get you to flip the page to page 11, subparagraph G, 

Section 14 wastewater treatment where it discusses 

plant. 

A. Okay. 

Q. From ADEQ s perspective are there outstanding 

matters in this consent agreement or consent order that 

Far West has yet to comply with? 

A. ADEQ has taken the position in a notice of 

violation that Far West is not in compliance with this 

consent order with regard, I believe, specifically to 

section G.4, which relates to the Section 14 collection 

system. 

Q. And is the purpose of the Section 14 collection 

system the same as the previous collection systems, 
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which is to get effluent together to be shipped to Del 

Oro for treatment? 

A. No, no. The purpose of the Section 1 4  

collection system is to divert raw sewage flows from 

Palm Shadows, what is now Palm Shadows, to Section 14. 

Q. Okay. Moving down to subsection H on this same 

page, the Palm Shadows wastewater treatment plant from 

the perspective of ADEQ, is there anything within the 

section related to Palm Shadows that ADEQ believes Far 

West is not in compliance with in relation to this 

consent agreement? 

A. Yes. ADEQ has issued a notice of violation 

alleging that Far West is in violation of this portion 

of the consent order in that it failed to submit to ADEQ 

a request for a minor modification to its aquifer 

protection permit to address the issues of the nitrogen 

exceedances that are still unaddressed today. 

Q. And that would be subparagraph H.1, is that 

correct? 

A. Correct. 

Q. And so does that mean that H . 2 ,  3 and 4 don't 

present a problem to ADEQ from a compliance standpoint? 

A. Not today, because the time is not ripe for 

these things to have been completed. You can't complete 

closure of a facility until after it is no longer taking 
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in sewage. 

Q. Okay. And the final request is, if you will 

turn to page 1 3 ,  subparagraph I, regarding the Seasons 

wastewater treatment plant. Does ADEQ have a position 

regarding whether or not Far West is in compliance with 

that subsection of the consent order? 

A. Yes. ADEQ has issued a notice of violation 

regarding this portion of the consent order alleging 

that Far West is not in compliance with the consent 

order because it has failed to submit a request for a 

minor modification to its aquifer protection permit to 

address the nitrogen exceedances at Seasons. 

Q. And that's subparagraph 1, is that correct? 

A. 1.1, yes. 

Q. Ms. Campbell, you have been testifying today 

about minor modifications. Can you just for my benefit, 

because I am not familiar enough with what happens at 

ADEQ, why is it referred to as a minor modification, 

what needs to be done to correct that? 

A. Well, there are two things about it, I guess, to 

answer your question. 

One is a minor modification, the term is 

somewhat of a term of art and used primarily to talk 

about amendments to an aquifer protection permit. There 

are major amendments and minor amendments. They usually 
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relate to the scope of the change that you are talking 

about or if it increases the capacity. 

In this particular instance, the reason that 

both those facilities had that provision in this consent 

order was because both facilities were experiencing, and 

I can say I know with regard to Palm Shadows are still 

experiencing, problems meeting their permit limits with 

regard to the effluent quality specifically with the 

parameter of nitrogen. 

So what we had asked for when we did this order 

was Far West had made the suggestion that they were 

going to take Seasons off line. 

statement that they wanted to take Palm Shadows off 

line. That was their proposal for how to address the 

problems. But realizing that that would take time, 

because both involved in both cases an expansion of 

another wastewater treatment plant in order to take 

those flows, what ADEQ had requested and what was agreed 

to in this order was that in the interim there would be 

a minor modification to the APP permit in both instances 

because Far West represented to us that there was 

available technology that they could install that would 

address the nitrogen problem on a more immediate nature, 

in a shorter time frame. 

They had also made the 

Q. And did Far West in fact do that? 
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Q. I will just follow up with a couple quick 

questions. 

for this question, just please let me know. 

And if you are not an appropriate witness 

For example, regarding this, the Seasons plant 

that we just talked about, the company is required to 

submit this authorization for increases in design flow. 

They haven't done that. 

would approximately cost to get into compliance with 

that? 

Are you familiar with what it 

MR. SHAPIRO: Excuse me. I am sorry. 

Objection. I think Mr. Torrey misstated the witness' 

testimony regarding what has not been submitted. So, 

therefore, he stated facts that are not in evidence. 

ALJ RODDA: Okay. Do you want to read that 

question back, Mr. Torrey, or do you just want to 

rephrase, ask the question again? 

BY MR. TORREY: 

Q. The - -  

ALJ RODDA: Are you going to ask her in general 

if she has any knowledge about costs? 

MR. TORREY: I can do that. 

ALJ RODDA: Because she might not. I mean . . .  
BY MR. TORREY: 

Q. Are you familiar with the costs that it would 
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take for remediation of the nature that are discussed in 

this consent order to the extent that Far West hasn't 

complied? 

A. No. That's outside the scope of my expertise. 

Q. Okay. And if ADEQ has issued a notice of 

violation, is there a particular penalty that the 

company incurs for each ongoing day of violation, is 

that how that works? 

A. Well, a notice of violation is an informal 

compliance tool used by ADEQ to notify a party if the 

agency believes it is in violation of a law, rule, 

consent order or other requirement. Once - -  in and of 

itself it does not carry a penalty. The notice of 

violation does not impose a penalty nor does it carry a 

penalty. If Far West is in violation of a consent 

order, the statute provides up to $25 ,000  per day per 

violation, which includes violation of an administrative 

order. 

MR. TORREY: And, Your Honor, I have no further 

questions for Ms. Campbell. 

ALJ RODDA: All right. Let me ask, Mr. Shapiro, 

based on what you heard here today, are you prepared 

to - -  or how do you want to proceed? 

MR. SHAPIRO: Judge Rodda, what I would like to 

do with your permission is proceed to right now ask 
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Ms. Campbell what I would view as more foundational and 

not substantive questions. I would like to meet with my 

client and advisors and discuss the substantive aspects 

of her testimony. 

ALJ RODDA: Okay. So what I hear you saying, 

you are going to ask some foundational type questions 

and then we can take a break and you can decide whether 

you can conclude your cross today - -  

MR. SHAPIRO: Correct. 

ALJ RODDA: - -  or not. 

MR. SHAPIRO: Correct. 

ALJ RODDA: And I will just state for the record 

for the witness we had a discussion prior, an 

off-the-record discussion about the possibility that we 

may have to come back a second day for 

cross-examination. Isn't that right? And you agree 

that you would be able to make arrangements to appear 

again? 

THE WITNESS: We would make arrangements to 

appear if that's what the Commission would like. 

ALJ RODDA: All right. Then let's go forward 

with Mr. Shapiro - -  

MR. SHAPIRO: Thank you. 

ALJ RODDA: - -  and see where it gets. 
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CROSS-EXAMINATION 

BY MR. SHAPIRO: 

Q. Good afternoon, Ms. Campbell. 

A. Good afternoon. 

Q. When did you first speak with representatives 

from RUCO about this case? 

A. I think it was probably several weeks ago. 

Q. And who did you speak to? 

A. Ms. Wood. 

Q. And did she contact you? 

A. Yes. 

Q. And what was the purpose of the contact by 

Ms. Wood? 

A. She had questions for me regarding the consent 

order between ADEQ and Far West. 

Q. So - -  I am just trying to do some calendaring in 

my head. So the contact by RUCO, by counsel for RUCO, 

predated Tuesday, March 31st? 

A. Yes. 

Q. And at that time did Ms. Wood tell you that she 

would like to call you as a witness? 

A. No, not initially. Initially when she contacted 

me, she was asking me general questions about the order, 

I believe trying to attempt to understand some of the 

terms used in the order and how aquifer protection 
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permits worked generally. We didn't talk about listing 

me as a witness initially. 

Q. Did Ms. Wood suggest to you at that time any 

position or concerns that RUCO had about this case or 

about the consent order or the company? 

A. No, I don't recall any specific concerns that 

she said that RUCO had regarding the consent order. 

Q. It was an informational inquiry at the time? 

A. Absolutely. 

Q. Okay. When was the next time you spoke to 

Ms. Wood? 

A. I believe I spoke to her again either the second 

or third week of March. She said she had some 

additional questions. 

Q. And how did that, how did the additional 

questions differ from the first contact? 

A. Well, actually the second contact, in the second 

contact she was then discussing the possibility of me 

appearing as a witness. And the way the conversation 

went, she made the inquiry and what I told her was, is 

that ADEQ staff generally does not appear on the part of 

any party in a matter before the Commission. 

Q. Did RUCO request that you appear on their 

behalf? 

A. Well, they, they had asked if I could appear as 
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a witness. I don't know if, if I would necessarily 

characterize it as on their behalf but I believe she did 

ask me to give testimony. 

Q. And this was also before March 31st? 

A. It was. 

Q. Okay. And at that time did RUCO inform you of 

any concerns or positions that they had or might be 

taking in this case? 

A. None, none that differed from the original 

consultation. 

Q. During which you said that they didn't express 

positions, it was informational? 

A. Correct. 

Q. Okay. So the second call was informational and 

the possibility of becoming a witness? 

A. Yes. 

Q. Okay. And then the next time that you had 

contact with Ms. Wood? 

A. Well, I think the next time I had contact with 

Ms. Wood was to tell her that ADEQ employees generally 

do not appear. And so I thought the matter was closed. 

Q. Okay. When did you find out it wasn't? 

A. Today is - -  

Q. Roughly. I don't mean to pin you down. I know 

it is hard to keep our calendars. 
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A. Last Thursday. 

Q. So that would be April 2nd? 

A. Yes. 

Q. Okay. And what happened on April 2nd? 

A. Well, there had been a bit of a back and forth 

conversation. 

Q. Okay. 

A. They had said we would like you to appear and we 

said we generally don't appear. And I think finally the 

statement was, is, you know, if there was, obviously if 

there was a subpoena issued, we would comply with the 

subpoena. And then she indicated her interest in 

pursuing a subpoena. 

Q. Okay. Again, at that time any discussion of why 

RUCO wanted you to appear? 

A. There was, there was a conversation about I 

believe she was - -  in one of her interviews with me I 

think she brought her investigator - -  and the intent I 

believe that she expressed to me was the hopes of, in 

the process of interviewing me, that her investigator 

would feel comfortable enough to testify to the 

documents that were being submitted into evidence. And 

that was, that was the last substantive conversation 

that we had had. 

Q. And who was that investigator? 
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A. 1 apologize for not remembering his name but he 

is sitting at the table. 

Q. Oh, Mr. Rigsby. We know him well. 

Okay. So that was April 2nd. Again, at that 

time, did RUCO indicate any specific testimony they 

sought to elicit from you? 

A. No, other than to say they were interested in 

information about Palm Shadows. I think that 

specifically was mentioned. 

Q. Okay. I assume that after that you had some 

discussions with Ms. Wood just about logistics as to the 

date and time? 

A. Sure. 

Q. Were there any substantive discussions after 

April 2nd before you got down here today? 

A. No. 

Q. I have noticed that since you arrived today you 

have had some discussions with Ms. Wood. 

A. Yes. 

Q. 
A. The nature of those discussions, she confirmed 

again what she was going to ask specifically about Palm 

Shadows. And she mentioned that she would be asking me 

questions relating to the terms of the consent order, to 

some extent the terms of the aquifer protection permits. 

What were the nature of those discussions? 
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Q. At any time in any of your discussions with RUCO 

representatives have they indicated or used the terms 

excess capacity? 

A. No. 

Q. Have they asked you whether you have formed a 

belief as to whether the company has more wastewater 

treatment capacity than it might need? 

A. No. She did, she did ask me the question that 

she asked me today relating to Section 1 4 ,  specifically 

in terms of the 1.3 million gallons per day, where did 

that number come from. 

Q. Okay. Did RUCO, did Ms. Wood today in any way 

indicate any positions that RUCO might be taking or 

concerned with Far West? 

A. No. 

MR. SHAPIRO: Okay. Thank you very much. 

If I can have a few minutes at a break, we will 

let you know where we go from here. 

ALJ RODDA: Okay. And I don't have any 

questions. 

I just wanted to say that I have never had, as 

long as I have been doing this, I have never had anyone 

point and say, "It was him." 

THE WITNESS: Sorry, sorry. 

ALJ RODDA: So thank you very much for that 

ARIZONA REPORTING SERVICE, INC. 
Court Reporting & Videoconferencing Center 

www.az-reporting .corn (602) 274-9944 
Phoenix, AZ 



-* 

fl  , Far West Water & Sewer 
WS-03478A-08-0608 

4/7/2009 
VOl. I1  

1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0  

11 

1 2  

1 3  

1 4  

15  

16 

1 7  

1 8  

1 9  

2 0  

2 1  

22  

2 3  

24  

2 5  

Page 369 
experience. 

And what we are going to do, we are going to 

take a short break while counsel confer. And then I 

will let you know whether you are needed back or not. 

THE WITNESS: Thank you. 

ALJ RODDA: Thank you. So don't go away 

completely. 

(A recess ensued from 2 : 3 7  p.m. to 2 : 5 0  p.m.) 

ALJ RODDA: Let's go back on the record. 

MR. SHAPIRO: Thank you, Judge Rodda. 

I think what we would suggest is the following. 

Let's finish up the cross-examination and any questions 

you have for Mr. Capestro, call it a day, reconvene a 

conference call later this week to discuss additional 

dates. I think if, rather than starting and doing a 

short amount of redirect, we have a lot, I think - -  

ALJ RODDA: I am sorry. Let's go to 

Ms. Campbell. 

MR. SHAPIRO: She can go. 

ALJ RODDA: Okay. 

MR. SHAPIRO: We will work on Friday to get a 

date to bring her back and everybody else. 

ALJ RODDA: I see. So you are going to have 

some additional substantive questions. 

MR. SHAPIRO: Yes, but I don't believe we will 
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need discovery or depositions. We will just proceed 

based on what we heard today. 

ALJ RODDA: Okay. All right. Well, so thank 

you very much, Ms. Campbell. You can be excused and we 

will get in contact with you about a future appearance. 

MR. SHAPIRO: And the subpoena will remain 

effective? 

ALJ RODDA: And so you will appear under the 

same subpoena or do we need to, or do you know or does 

your attorney know - -  

MR. COX: It is a continuing subpoena. 

ALJ RODDA: It is a continuing, okay. 

MR. COX: We are fine. 

MR. SHAPIRO: Okay. 

MR. COX: Just give us notice. 

ALJ RODDA: We will. We will try to do this up 

in Phoenix, too. You are both in Phoenix, is that 

right? 

MR. COX: Yes. 

ALJ RODDA: And so... 

MR. SHAPIRO: I would suggest, rather than 

engage in what would be a very long redirect, I think if 

we break when we are done, give us a chance to coalesce, 

decide what additional witnesses we will call for 

rebuttal, I think it would be more productive than going 
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through a day of cross-examination and try and figure 

out what we want to cover, what has been covered. There 

has been a lot of information the last 24 hours. So we 

just think it would be more productive to finish 

Mr. Capestro and then maybe reconvene Friday, if 

possible, with you on a conference call to discuss the 

procedural schedule. That's our suggestion. 

ALJ RODDA: Okay. I will give the other parties 

time. Any comments? I know Friday is Good Friday. 

MR. SHAPIRO: I forgot about that. 

ALJ RODDA: Well, tomorrow is Passover for those 

of you, but we will find some time to discuss the 

scheduling. 

MS. WOOD: It would be better for me; I won't be 

here on Friday. 

ALJ RODDA: Okay. 

MR. SHAPIRO: We will arrange a call whenever 

the parties and you are available. 

ALJ RODDA: Okay. Mr. Torrey. 

MR. TORREY: I am available all the time. 

ALJ RODDA: Well, I think that's a plan. I mean 

we are already at 3 : O O  and it is obvious we have to come 

back, and we can do some better rescheduling then. 

So, all right. Mr. Capestro, you are back. 

MR. CAPESTRO: I thought we were rescheduling to 

ARIZONA REPORTING SERVICE, INC. 
Court Reporting & Videoconferencing Center 

www.az-reporting .corn (602) 274-9944 
Phoenix, AZ 
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Page 372 
some other day. 

ALJ RODDA: No, not you. We have to finish. 

THE WITNESS: As I heard it, he is not going to 

do the redirect on me today. So if I am not finished, I 

will keep on coming back. 

MR. SHAPIRO: We just don’t have time anymore. 

ALJ RODDA: NO. 

All right. So Mr. Capestro is back on the stand 

and, Mr. Torrey, I believe that you were still 

cross-examining. 

ANDREW J. CAPESTRO, 

a witness herein, having been previously duly sworn by 

the Certified Reporter to speak the truth and nothing 

but the truth, was further examined and testified as 

follows: 

CROSS-EXAMINATION CONTINUED 

BY MR. TORREY: 

Q. It has been so long I almost forgot. 

Mr. Capestro, I believe we were on approximately 

page 11 of the document that we were looking at, the 

consent agreement with ADEQ. And I was asking you about 

subparagraph G, on line 12, about the Section 14 

wastewater treatment plant. 

ARIZONA REPORTING SERVICE, INC. 
Court Reporting & Videoconferencing Center 

www.az-reporting .corn (602) 274-9944 
Phoenix, AZ 
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FAR WEST WATER b. SEWER, INC., SEWER DIVISION - RUCO DIRECT RATE DESIGN / RESIDENTIAL 
TEST YEAR ENDED DECEMBER 31,2011 
RECOMMENDED RATES 

LINE 
- NO, DESCRIPTION 

1 
2 
3 (RESIDENTIAL CUSTOMERS) 
4 All Residential 
5 3/4- INCH 
6 1 -INCH 
7 11/2-INCH 
8 2-INCH 
9 3-INCH 

10 4 -  INCH 
11 6 -  INCH 
12 8 -  INCH 
13 10-INCH 
14 
15 
16 
17 RESIDENTIAL CUSTOMERS 
18 
19 
20 
21 All Residential 
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
23 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 1 TO 0 GALLONS: 
24 COMMODITY RATE [PER 1,000 GAL, OVER MINIMUM) . OVER 0 GALLONS: 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

RECOMMENDED COMMODITY RATES BY METER SIZE 

25 
26 314- INCH 
27 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
28 COMMOD Tv RATE (PER 1 000 GAL OVER M.hlMUM) OVER 0 GALLONS 
29 COMM0D:Tv RATE (PER 1 000 GAL OVER MIN MJM) OVER 0 GAL-ONS 

30 
31 
32 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 

1 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL, OVER MINIMUM) 

1 1/2 - INCH 
COMMODITY RATE [PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE [PER 1.000 GAL. OVER MINIMUM) - 

~~ 

COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 

2 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE [PER 1,000 GAL. OVER MINIMUM) - 

3 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

4 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

0 GALLONS: 
0 GALLONS. 
0 GALLONS: 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

56 6 .hCH 
57 COMMODITY RATE (PER 1 000 GAL OVER MlhIMJM) ZERO TO 0 GAL-ONS 
58 COMMOD PI RATE (PER 1,000 GAL OVER M NIMUM) 1 TO 0 GALLOhS 
59 COMMODITY RATE (PER 1 000 GAL OVER MINIMJM) OVER 0 GALLONS 

60 
61 8 INCH 
62 COMMOD PI RATE \PER 1 000 GAL OVER MlhIMUM) ZERO TO 0 GALLONS 
63 COMMODITY RATE (PER 1 000 GAL OVER M,N MUM) OVER 0 GALLO~S 
64 COMMOD TY RATE (PER 1 000 GAL OVER MIN MJMJ OVER 0 GALLONS 

65 
66 10 kCH 
67 COMMODITY RATE (PER 1000 GAL OVER MIMMJM) ZERO TO 0 GALLONS 
68 COMMODITY RATE [PER 1 000 GAL OVER Mlk MUM, OVER 0 GALLONS 
69 COMMOD TY RATE (PER 1 000 GAL OVER MlhiM JM) OdER 0 GALLOhS 

DOCKET NO. WSO3478A-12-0307 
SCHEDULE TJC-RD 2 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

~~~ 

$21.75 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

$62.65 
0.00 
0 00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

$49.85 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0 0 0 
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FAR WEST WATER & SEWER, INC., SEWER DIVISION - RUCO DIRECT RATE DESIGN / COMMERCIAL 
TEST YEAR ENDED DECEMBER 31.2011 

DOCKET NO. W503478A12-0307 
SCHEDULE TJCRD 2 

RECOMMENDED RATES 

LINE 
DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 1 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

~~~ 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

(COMMERCIAL CUSTOMERS) 
All Commercial Customers 
5/8 X 3/4 - INCH 
3 4  - INCH 
1 - INCH 
1 112 - INCH 
2 .  INCH 
3. INCH 
4 - INCH 
6 - INCH 
8. INCH 

10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

COMMERCIAL CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SEE 

$43.50 $1 25.30 
$99.70 
149.55 
249.25 
498.50 
797.60 

1,495.50 
2,492.50 
4,985.00 
9,970.00 

19,940.00 

0 0 0 

22 
23 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
24 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 1 TO 0 GALLONS 

518 X 3/4 . INCH 

25 COMMODITY RATE  PER 1,ooo GAL. OVER  MINIMUM^ . OVER 0 GALLONS: 

26 
27 3/4-lNCH 
28 COMMODITY RATE (PER 1,000 GAL, OVER MINIMUM) - ZERO TO 0 GALLONS: 
29 COMMODITY RATE (PER 1,000 GAL, OVER MINIMUM) - OVER 0 GALLONS: 
30 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . OVER 0 GALLONS: 

31 a :: 1 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 

ZERO TO 
OVER 
OVER 

0 GALLONS: 
0 GALLONS. 
0 GALLONS: 35 

36 
37 
38 
39 
40 

41 
42 
43 
44 
45 

46 
47 
48 
49 
50 

1 1/2 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 
OVER 
OVER 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

2-INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 
1 TO 
OVER 

0 GALLONS: 
0 GALLONS 
0 GALLONS: 

3 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODIWRATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 
1 TO 
OVER 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

51 
52 4 -  INCH 
53 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
54 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . 1 TO 0 GALLONS: 
55 COMMODITY RATE (PER 1,000 GAL, OVER MINIMUM) - OVER 0 GALLONS: 

56 
57 
58 
59 
60 

61 
62 
63 
64 
65 

66 
R7 

6. INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL, OVER MINIMUM) - 

ZERO TO 
1 TO 
OVER 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

ZERO TO 
OVER 
OVER 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - 

10 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . 

ZERO TO 
OVER 
OVER 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

69 
70 
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FAR WEST WATER b SEWER, INC., SEWER DIVISION - RUCO DIRECT RATE DESIGN / RV PARK 
TEST YEAR ENDED DECEMBER 31,2011 
RECOMMENDED RATES 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

65 
66 
67 
68 
69 

DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

JRV CUSTOMERS) 
All RV Customers 
314 - INCH 
1 - INCH 
1 1/2. INCH 
2 - INCH 
3 - INCH 
4 - INCH 
6. INCH 
8 .  INCH 

10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

RV PARK CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

All RV Customers 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 1 TO 0 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: 

3/4 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: 

I - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
COMMODITY RATE (PER 1,000 GAL, OVER MINIMUM) - OVER 0 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: 

1 1/2 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: 

2 NCH 
COMMOD TY RATE (PER 1 000 GAL OVER MIN MUM) ZERO TO 0 GALLOhS 
COMMOD TY RATE (PER 1 000 GAL OVER MINIMUM) 1 TO 0 GA-LONS 
COMMOD TY RATE [PER 1 000 GAL OVER M NIM JM) OVER 0 GA-LONS 

3 INCrl 
COMM031TY RATE (PER 1000 GAL OVER MINIMJM) ZERO TO 0 GALLONS 
COMMODITY RATE (PER 1000 GAL OVER MINIMUM) 1 TO 0 GALLONS 
COMMODITY RATE (PER 1000 GAL OVER MINIMJM) OVER 0 GALLONS 

4 NCrl 
COMMOD TY RATE (PER 1 000 GAL OVER MIN MUM) ZERO TO 0 GA--ONS 
COMMODsTY RATE (PER 1 000 GAL OVER MlN MUM) 1 TO 0 GALLONS 
COMMOD TY RATE (PER 1 000 GAL OVER MINIMUM) OVER 0 GALLONS 

6 INCA 
COMMODITY RATE (PER 1 000 GAL OVER M NIMUM) ZERO TO 0 GALLOhS 
COMMODilT RATE (PER 1 000 GAL OVER M NIMUM) 1 TO 0 GA-LOhS 
COMMODITY RATE (PER 1 000 GAL OVER MtNIMJM) OVER 0 GALLOhS 

8 ihCH 
COMMOD,TY RATE (PER 1 000 GAL OVER MlhaMUM) ZERO TO 0 GALLOhS 
COMMODITY RATE (PER 1 000 GAL OVER MIN MJM) OVER 0 GALLOhS 
COMMOD TY RATE (PER 1 000 GAL OVER MMMJM)  OVER 0 GALLONS 

10 thCd 
COMMODITY RATE (PER 1 000 GA- OVER MlhIMUM) ZERO TO 0 GAL-ONS 
COMMODITY RATE (PER 1 000 GAL OVER M bIMUfI) OVER 0 GALLONS 
COMMODITY RATE (PER 1 000 GAL OVER M NINUM) OJER 0 GAL-ONS 

DOCKET NO. WS-03478A-12-0307 
SCHEDULE TJC-RD 2 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED --- 

$5.44 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0 00 
0 00 
0.00 

$15.66 
0.00 
0.00 
0.00 
0.00 
0.00 
0 00 
0.00 
0.00 
0.00 

0 0 

$12.50 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

0 
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FAR WEST WATER & SEWER, INC., SEWER DIVISION - RUCO DIRECT RATE DESIGN I RESIDENTIAL RE-ESTABLISHMENT 
TEST YEAR ENDED DECEMBER 31,2011 
RECOMMENDED RATES 

DOCKET NO. WS-03478A-12-0307 
SCHEDULE TJC-RD 2 

LINE 
- NO. DESCRIPTION 

1 
2 
3 (RESIDENTIAL RE-ESTABLISHMENT CUSTOMERS) 
4 All Re-Establishment 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
7n 

3/4 - INCH 
1 - INCH 
1 1/2- INCH 
2 - INCH 
3 - INCH 
4.  INCH 
6 - INCH 
8 - INCH 

10-  INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

RESIDENTIAL RE-ESTABLISHMENT CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED ~~- 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

$21.75 $62.65 $49.85 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 

0 0 0 

-_ 
21 All ReEstablishment 
22 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS. $ - $ - $ -  
23 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 1 TO 0 GALLONS: $ - $ . $ -  
24 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS: $ . $ . $ .  

25 
26 3/4- INCH 
27 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: $ - $ - $ -  
28 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: $ - $ . $ -  
29 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) . OVER 0 GALLONS: $ - $ - $ -  

30 
31 1 -INCH 
32 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS, 5 .  $ - $ 
33 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: $ .  $ -  $ 
34 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: $ -  s -  $ 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

1 1/2- INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

2. INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

3 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

4 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) . 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

6 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MIN.MUMI . 
COMMODITY RATE (PER 1.000 GAL OVER MIN MUM) . 

ZERO TO 0 GALLONS: 
OVER 0 GALLONS: 
OVER 0 GALLONS: 

ZERO TO 0 GALLONS: 
1 TO 0 GALLONS: 
OVER 0 GALLONS: 

ZERO TO 0 GALLONS: 
1 TO 0 GALLONS: 
OVER 0 GALLONS: 

ZERO TO 0 GALLONS: 
1 TO 0 GALLONS: 
OVER 0 GALLONS: 

0 GALLONS: 
1 TO 0 GALLONS' 
OVER 0 GALLONS: 

ZERO TO 

60 
61 8 -  INCH 
62 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: $ - $ - $ -  
63 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: $ - $ - $ -  
64 COMMODITY RATE (PER 1,000 GAL, OVER MINIMUM) - OVER 0 GALLONS: $ - $ - $ -  

65 
66 10 -  INCH 
67 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS: $ - $ - $ -  
68 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) . OVER 0 GALLONS: $ - $ - $ -  
69 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: $ - $ - $ .  0 
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FAR WEST WATER 6 SEWER, INC., SEWER DIVISION - RUCO DIRECT RATE DESIGN METERED REUSE REVENUES 
TEST YEAR ENDED DECEMBER 31.2011 
RECOMMENDED RATES 

LINE 
m 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE 

fMETERED REUSE CUSTOMERS1 
All Melered Reuse Cuslomers 
3 4 .  INCH 
1 - INCH 
1 112- INCH 
2 - INCH 
3 - INCH 
4 - INCH 
6 - INCH 
8 - INCH 

10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

METERED REUSE CUSTOMERS 

RECOMMENDED COMMODITY RATES BY ALL METER SIZES 

All Melered Reuse Customers 

COMMODITY RATE (PER 1 .OW GAL. OVER MINIMUM) - 999,999.999.999.999.000 TO 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - ZERO TO 

COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) . OVER 

999,999,999,999,999,000 GALLONS 
0 GALLONS: 
0 GALLONS: 

DOCKET NO, WS-03478A-12-0307 
SCHEDULE TJCRD 2 

PRESENT COMPANY RUCO - ~ -  RATES PROPOSED PROPOSED 

50.00 50 DO 
0.00 0.W 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0 00 0 00 

$0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
OW 
0 00 

0 0 0 

5 100 5 100 5 100 
$ - $ . $ .  
5 - $ . 5 .  

a 
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EXECUTIVE SUMMARY 

The Residential Utility Consumer Office (“RUCO”) now provides 
surrebuttal testimony in response to Far West Water & Sewer, Inc., Sewer 
Division (“Far West” or “Company”) rebuttal testimony that was filed with 
the Arizona Corporation Commission (“ACC” or “Staff”) on March 11, 
2013. I will address the Company’s rebuttal positions to the intervening 
parties’ direct testimonies as it pertains to Far West’s operating income 
and revenue requirement. RUCO consultants Thomas H. Fish, Ph.D and 
Royce A. Duffet P.E., of Ariadair Economics Group will provide separate 
testimony regarding the Company’s rate base with the exception of 
working capital. I will address Far West’s working capital as proposed in 
its rebuttal filing. RUCO Chief of Accounting and Rates, William Rigsby, 
will provide separate testimony on RUCO’s recommended cost of capital. 

The following table presents the rate base for Far West’s Sewer Division 
as initially proposed in the Company’s Application, its rebuttal position, 
and RUCO’s direct and surrebuttal recommendations. 

Rate Base 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

Ap p I icat ion Filing Recommendation Recommendation 
$22,800,578 $20,556,60 1 $16,399,350 $16,679,237 

The primary difference between the Company’s direct and rebuttal rate 
base filings is Far West’s acceptance and partial acceptances of Staffs 
recommended utility plant in service adjustments, which is highlighted in 
the Company’s rebuttal filing. 

The next table presents the operating income for Far West’s Sewer 
Division as initially proposed in the Company’s Application, its rebuttal 
position, and RUCO’s direct and surrebuttal recommendations. 

Adjusted Test Year Operating Income 

Com pa ny Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

Application Filinq Recommendation Recommendation 
($1,187,812) ($573,672) ($404,164) ($40 5,272) 

The primary difference between the Company’s direct and rebuttal 
adjusted test year operating income is Far West’s utilization of the 
statutory federal income tax rate in its rebuttal filing as utilized by RUCO in 

I 
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both of its filings. There are small differences in RUCO’s direct and 
surrebuttal recommendations for its recommended adjusted test year 
operating income in both filings. 

The final two tables below presents the required increase in dollars and 
percentages of gross revenues by the parties for Far West as initially 
proposed in the Company’s Application, its rebuttal position, and RUCO’s 
direct and surrebuttal recommendations. 

Required Dollar Increase in Gross Revenues 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

Application Filing Recommendation Recommendation 
$3,866,046 $3,514,335 $2,658,963 $2,695,215 

Required Percentage increase in Gross Revenues 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

Ap p I icat ion Filinq Recommend at ion Recommend at ion 
173.52% 157.74% 11 9.34% 120.84% 

The resulting differences in the required increase in revenues between Far 
West and RUCO were noted earlier in the rate base and adjusted test 
year operating income sections. One other difference is due to a slightly 
higher required rate of return requested by the Company in its rebuttal 
filing. 

The Company sought a 7.409 percent rate of return on its $22,800,578 
Sewer Division’s fair value rate base in its original rate Application and is 
seeking a 7.50 percent rate of return on its $20,556,601 rebuttal fair value 
rate base. RUCO recommends a 7.30 percent rate of return on a 
$16,729,237 fair value rate base. 

RUCO’s adjusted Test Year rate base and operating income 
recommendations for Far West reflect four net rate base adjustments 
totaling ($6,121,341) and eight net operating income adjustments totaling 
($779,406). 

RUCO will file separate rate design testimony on April 3, 2013. 
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NTRODUCTION 

2. 

9. 

3. 

4. 

Q. 

4. 

Q. 

A. 

... 

Please state your name for the record. 

My name is Timothy J. Coley. 

Have you previously filed testimony regarding this docket? 

Yes, I have. I filed direct testimony in this docket on February 8, 2013. 

What is the purpose of your surrebuttal testimony? 

My surrebuttal testimony will address the Company’s rebuttal proposals 

and comments pertaining to the adjustments I recommended in my direct 

testimony. 

What areas will you address in your surrebuttal testimony? 

My surrebuttal testimony will address RUCO’s recommended operating 

income adjustments and revenue requirement for Far West Water & 

Sewer, Inc., Sewer Division (hereafter referred to as “Far West“ or the 

“Company”). RUCO’s consultants, Thomas H. Fish, Ph.D and Royce A. 

Duffet P.E., of Ariadair Economics Group provide separate testimonies on 

Far West’s rate base with the exception of the working capital allownace, 

which I will address. 

1 
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1. 

4. 

How is your surrebuttal testimony organized? 

My surrebuttal testimony is comprised of four parts: the introduction that 

I’ve just presented; RUCO’s rate base adjustments; RUCO’s operating 

income adjustments; and revenue requirement. 

3. Please identify the schedules that you are sponsoring in RUCO’s 

surrebuttal testimony. 

I am sponsoring rate base and operating income schedules for Far West 

numbered TJC-1 through TJC-19. 

4. 

SURREBUTTAL RATE BASE ADJUSTMENTS 

Q. What are RUCO’s surrebuttal rate base adjustments and briefly 

identify each one? 

RUCO did not make any additional rate base adjustments in surrebuttal 

testimony other than the four adjustments that were fully addressed in my 

direct testimony and the testimonies of Dr. Fish and Mr. Duffet of Ariadair 

Economics Group with RUCO’s reason(s) why each is recommended to 

the Commission. If RUCO recommends an adjustment here in surrebuttal 

testimony that was either not recommended or is materially different than 

what was recommended in direct testimony a full description of the 

adjustment will be noted here in surrebuttal testimony. RUCO’s rate base 

4. 
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adjustments consist of the following recommendations and are briefly 

identified below: 

l(a). Excess Capacity of Used and Useful Utility Plant in 
Service; 

1 (b). Excess Capacity Accumulated Depreciation; 
1 (c). Excess Capacity AlAC and net ClAC; 
2. intentionally Left Blank; 
3. Intentionally Left Blank; and 
4. Working Capital Allowance. 

Dr. Fish and Mr. Duffet will address adjustments l(a) through I(c) in their 

testimony. I will present RUCO’s working capital allowance adjustment 4. 

Rate Base Adjustment l (a)  - Excess Capacitv of Used and Useful Utilitv 

1. 

4. 

I . .  

Plant in Service 

Did the Company adopt RUCO’s direct testimony rate base 

adjustment 1 (a) - Excess Capacity of Utility Plant in Service (“UPIS”) 

identified above? 

No. RUCO consultants, Dr. Fish and Mr. Duffet, will address the 

Company’s rebuttal position regarding RUCO’s excess capacity 

adjustment for used and useful plant in service for Far West’s current 

ratepayers. 

3 
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a. 

4. 

Q. 

A. 

What adjustment is RUCO recommending here in surrebuttal 

testimony to disallow plant that is not used, useful, and necessary 

for Far West’s current ratepayers? 

RUCO recommends the Commission disallow $1 0,936,720 from the 

Company’s requested plant in service balance to be included in rate base. 

This adjustment is shown on RUCO’s Surrebuttal Schedules TJC-2, TJC- 

3, with the details reflected on TJC-4(a). 

Would you like to address any other issues raised by the Company’s 

rate consultant, Mr. Ray Jones, pertaining to this adjustment? 

Yes. Since I was the individual for RUCO that was responsible for 

creating all the revenue requirement schedules, which incorporated Dr. 

Fish and Mr. Duffet’s used and useful UPlS recommendations, I am the 

appropriate person to address Mr. Jones’ rebuttal claims that RUCO’s 

adjustment 4(a) somehow “double dips.” On page 17 of his rebuttal 

testimony, Mr. Jones claims that RUCO’s adjustment 1 (a) double counts 

“the Company’s Rate Base Adjustment RB-1.7.” That is simply a 

misperception by Mr. Jones that is not true. This matter can be easily 

clarified by viewing RUCO Exhibit 1, which is an expanded version of 

RUCO Direct Schedule TJC-4(a) as filed. The schedule filed with the 

Commission contained additional columns. RUCO Exhibit 1 shows all the 

columns that were both filed and hidden for illustrative purposes. On 

Exhibit 1 in column [GI, the amount that Mr. Jones refers to above in 

4 
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Company adjustment RB-1.7 is included and thus deducted in the next 

column labeled [HI. The total amount shown in column [HI, $37,751,132, 

is the same amount requested by the Company to be included in rate 

base (See Far West Direct Rate Application Schedule B-I on page 1 at 

line 2). Therefore, there is no double count because RUCO recommends 

a 30.1 percent disallowance of $10,936,720 to depreciable plant in service 

which already includes the Company’s downward adjustment RB-1.7. 

Therefore, there is no double count as erroneously asserted by Mr. Jones. 

a. 

4. 

... 

Rate Base Adjustment 1 (b) - Accumulated Depreciation Related to 

Excess Capacity of Used and Useful Utility Plant in Service 

Did the Company adopt RUCO’s direct testimony rate base 

adjustment 1 (b) - Accumulated Depreciation Related to Excess 

Capacity of Used and Useful Utility Plant in Service (“UPIS”) 

identified earlier? 

No. RUCO consultants, Dr. Fish and Mr. Duffet, will address the 

Company’s rebuttal position regarding RUCO’s recommended level of 

accumulated depreciation related to their excess capacity adjustment for 

used and useful plant in service for Far West’s current ratepayers. 

5 
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2. 

4. 

Q. 

9. 

What adjustment is RUCO recommending here in surrebuttal 

testimony to remove accumulated depreciation previously calculated 

on plant that is not used, useful, and necessary for Far West’s 

current ratepayers? 

RUCO recommends the Commission remove $1,488,666 from the 

Company’s accumulated depreciation balance that is included in its direct 

Application. This adjustment is shown on RUCO’s Surrebuttal Schedules 

TJC-2, TJC-3, with the details reflected on TJC-4(b). 

Rate Base Adjustment 1 (c) - Advances in Aid of Construction (AIAC) and 

Contributions in Aid of Construction (CIAC) Related to Excess Capacity of 

Used and Useful Utilitv Plant in Service 

Did the Company adopt RUCO’s direct testimony rate base 

adjustment l (c)  - Advances in Aid of Construction AIAC) and 

Contributions in Aid of Construction (CIAC) Related to Excess 

Capacity of Used and Useful Utility Plant in Service (“UPIS”) 

identified earlier? 

No. RUCO consultants, Dr. Fish and Mr. Duffet, will address the 

Company’s rebuttal position regarding RUCO’s AIAC and CIAC related to 

excess capacity adjustment for used and useful plant in service for Far 

West’s current ratepayers. 
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1. 

4. 

Q. 

A. 

Q. 

A. 

What adjustment is RUCO recommending here in surrebuttal 

testimony to remove the AlAC and ClAC related to excess capacity 

that is not used, useful, and necessary for Far West’s current 

ratepayers? 

RUCO recommends the Commission remove $3,255,306 of AlAC and 

$246,047 of net CIAC from the Company’s respective AlAC and Net ClAC 

balances that were included in its direct Application. This adjustment is 

shown on RUCO’s Surrebuttal Schedules TJC-2, TJC-3, with the details 

reflected on TJC-4(c). 

Rate Base Adjustment 2 - lntentionallv Left Blank 

Rate Base Adiustment 3 - lntentionallv Left Blank 

Rate Base Adiustment 4 -Working Capital Allowance 

Does RUCO adopt the Company’s cash working capital calculation 

for an allowance to its cash working capital allowance request? 

Yes. 

Are there any other issues regarding the Company’s adjustment to 

working capital that RUCO would want to address? 

Yes, there is a minor issue that is incorporated into the Company’s 

rebuttal Schedule B-5 on page 1. The Company shows a working capital 
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allowance on line 13 as filed being $1,653,928. That amount is $10 less 

than what was reflected in the original rate application of $1,653,938. 

SURREBUTTAL OPERATING INCOME ADJUSTMENTS 

2. 

4. 

What are RUCO’s surrebuttal operating income adjustments and 

briefly identify each one? 

RUCO had eight direct testimony operating income adjustments, of which 

two were eliminated in surrebuttal testimony. RUCO added two new 

surrebuttal adjustments for a total of eight adjustments with slight 

modifications made to some adjustments that were included in direct 

testimony. If RUCO recommends an adjustment here in surrebuttal 

testimony that was either not recommended or is materially different than 

what was recommended in direct testimony a full description of the 

adjustment will be noted here in surrebuttal testimony. RUCO’s operating 

income adjustments consist of the following recommendations and are 

briefly identified below: 

1. Depreciation Expense; 
2. Property Tax Expense; 
3. Repairs and Maintenance Expense; 
4. Salaries and Wages Expense; 
5. Salaries and Wages Expense; 
6. Merit Pay Expense; 
7. Bad Debt Expense; 
8. Imputed Revenue; 
9. Legal Expense; and 
I O .  Income Taxes. 
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Iperating Income Adiustment 1 - Depreciation Expense 

1. 

4. 

3. 

4. 

Is RUCO recommending a depreciation expense adjustment that is 

similar to its direct testimony adjustment? 

Yes. RUCO’s surrebuttal depreciation expense adjustment is identical to 

its direct testimony adjustment that reduces the expense by $451,872. 

This adjustment is fully explained in RUCO’s direct testimony. This 

adjustment is shown on RUCO’s Surrebuttal Schedules TJC-7, TJC-8, 

with the details reflected on TJC-9. 

Operating Income Adjustment 2 - Property Tax Expense 

Is RUCO recommending a property tax expense adjustment that is 

similar to its direct testimony adjustment? 

Yes. RUCO’s surrebuttal depreciation expense adjustment is similar to its 

direct testimony adjustment that increases the expense by $130. This 

adjustment is fully explained in RUCO’s direct testimony. The adjustment 

is shown on RUCO’s Surrebuttal Schedules TJC-7, TJC-8, with the details 

reflected on TJC-IO. 
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1. 

4. 

2. 

4. 

Operating Income Adiustment 3 - Repairs and Maintenance Expense 

Is RUCO recommending a repairs and maintenance expense 

adjustment that is similar to its direct testimony adjustment? 

No. RUCO eliminated its repairs and maintenance normalization expense 

adjustment based on the Company’s rebuttal testimony. This adjustment 

is now intentionally left blank. 

Operating Income Adiustment 4 - Salaries and Wages Expense 

Is RUCO recommending a property tax expense adjustment that is 

similar to its direct testimony adjustment? 

Yes. RUCO’s surrebuttal depreciation expense adjustment is similar to its 

direct testimony adjustment that decreases the expense by $60,247, 

which is slightly greater than its direct testimony adjustment. The 

Company adopted Staffs recommendation that was $5,447 higher than 

RUCO’s original adjustment. However, RUCO contends that an 

accompanying adjustment to payroll tax expense is also necessary to 

reduce that expense by $4,609 to fully capture the impact of the salaries 

and wages expense adjustment. This adjustment is fully explained in 

RUCO’s direct testimony. The adjustment is shown on RUCO’s 

Surrebuttal Schedules TJC-7, TJC-8, with the details reflected on TJC-I 2. 

10 
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2. 

4. 

2. 

4. 

2. 

4. 

Operating Income Adiustment 5 - Salaries and Wages Expense 

Did the Company adopt RUCO adjustment 5 that reconciles the 

general ledger and payroll ledger for salaries and wages expense? 

Yes. The adjustment reduces the salaries and wages expense by $1,362. 

This adjustment is fully explained in RUCO’s direct testimony. The 

adjustment is shown on RUCO’s Surrebuttal Schedules TJC-7, TJC-8, 

with the details reflected on TJC-13. 

Operatinq Income Adiustment 6 - Merit PaV Expense 

Is RUCO recommending a merit pay expense adjustment that is 

similar to its direct testimony adjustment? 

No. RUCO eliminated its merit pay expense adjustment based on the 

Company’s rebuttal testimony. This adjustment is now intentionally left 

blank. 

Operating Income Adiustment 7 - Bad Debt Expense 

Is RUCO recommending a bad debt expense adjustment that is 

similar to its direct testimony adjustment? 

Yes. RUCO’s surrebuttal depreciation expense adjustment is identical to 

its direct testimony adjustment that reduces the expense by $20,450. This 

adjustment is fully explained in RUCO’s direct testimony. The adjustment 

is shown on RUCO’s Surrebuttal Schedules TJC-7, TJC-8, with the details 

reflected on TJC-15. 
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1. 

4. 

1. 

4. 

3. 

4. 

Did the Company adopt RUCO’s bad debt expense adjustment of 

$20,450? 

Yes. 

Operating Income Adiustment 8 - Imputed Revenue 

Is RUCO recommending a surrebuttal adjustment that imputes 

revenue from a recreational vehicle park that the Company had failed 

to bill properly? 

Yes. In a data response to an intervener, the Company admitted that it 

had failed to bill 47 recreational park lots for monthly revenues. This 

adjustment captures those lost revenues in the amount of $3,133. The 

adjustment is shown on RUCO’s Surrebuttal Schedules TJC-7, TJC-8, 

with the details reflected on TJC-16. 

Operating Income Adiustment 9 - Legal Expense 

Is RUCO adopting an adjustment that Far West adopted of Staffs 

concerning some legal expenses that should be considered as non- 

recurring on a going forward basis when the new rates are in affect? 

Yes. This adjustment reduces legal expense by $32,975 for non-recurring 

expenses in the future. The adjustment is shown on RUCO’s Surrebuttal 

Schedules TJC-7, TJC-8, with the details reflected on TJC-17. 

operating Income Adiustment 10 - lntentionallv Left Blank 

12 
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2. 

4. 

a. 

4. 

Operating Income Adjustment 11 - Income Tax Expense 

What adjustment is necessary to income tax expense based on 

RUCO’s taxable operating income less income taxes? 

RUCO’s recommended level of operating income less income taxes 

results in a decrease to income taxes in the amount of $208,021. The 

adjustment is shown on RUCO Surrebuttal Schedules TJC-7, TJC-8, with 

the details reflected on TJC-18 and TJC-1 on page 2 of 2. 

Does RUCO’s recommended income tax expense adjustment take 

into effect the impact of the deduction for synchronized interest 

deduction when calculating the proper income taxes? 

Yes. 

3EVENUE REQUIREMENTS 

3. 

4. 

Please summarize the results of RUCO’s analysis of the Company’s 

filing and state RUCO’s recommended revenue requirements for Far 

West Sewer Division. 

As can be seen on my Surrebuttal Schedule TJC-1, a comparison 

between the Company’s and RUCO’s recommended revenue increases is 

presented in both dollar and percentage increases on the following page: 

13 
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Required Dollar increase in Gross Revenues 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

Ap p I ication Filinq Recommendation Recommendation 
$3,866,046 $3,514,335 $2,658,963 $2,695,215 

Required Percentage Increase in Gross Revenues 

Company Company RUCO RUCO 
Direct Rebuttal Direct Surrebuttal 

Application Filinq Recommendation Recommendation 
173.52% 157.74% I 1  9.34% 120.80% 

Q. 

4. 

Does this conclude your surrebuttal testimony on Far West Sewer 

Division? 

Yes, it does, with the exception of my surrebuttal testimony on rate design, 

which will be filed on April 3, 2013. 

14 
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Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

TABLEOFCONTENTSTOTJCSCHEDULES 

Wastewater Division 
Surrebuttal Schedules 

SCH. PAGE 
NO. NO. TITLE -- 

TJC- 1 

TJCZ 

TJC-3 

TJC-4(a) 

TJC-4(b) 

TJC-~(C) 

TJC-5 

TJC-6 

TJC-7 

TJC-8 

TJC-9 

TJC-10 

TJC-11 

TJC-12 

TJC-13 

TJC-14 

TJC-15 

TJC-16 

TJC-17 

TJC-I8 

TJC-19 

1 & 2  

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION COMPONENT FACTOR 

RATE BASE 

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS 

RATE BASE ADJUSTMENT NO. 1 (a) - RUCO RECOMMENDED EXCESS PLANT CAPACITY ADJUSTMENT 

RATE BASE ADJUSTMENT NO. 1 (b) - RUG0 RECOMMENDED EXCESS CAPACITY ACCUMULATED DEPRECIATION ADJUSTMENT 

RATE BASE ADJUSTMENT NO. 1(c) - RUCO RECOMMENDED EXCESS CAPACITY AlAC & ClAC ADJUSTMENT 

RATE BASE ADJUSTMENT NO. 2 

RATE BASE ADJUSTMENT NO. 3 

RATE BASE ADJUSTMENT NO. 4 

OPERATING INCOME SUMMARY 

SUMMARY OF OPERATING INCOME ADJUSTMENTS 

OPERATING INCOME ADJUSTMENT NO. 1 - DEPRECIATION EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 2 - PROPERTY TAX EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 3 - INTENTIONALLY LEFT BLANK 

- INTENTIONALLY LEFT BLANK 

- INTENTIONALLY LEFT BLANK 

- INTENTIONALLY LEFT BLANK 

OPERATING INCOME ADJUSTMENT NO. 4 - SALARIES &WAGE EXPENSE - OFFICERS & DIRECTORS ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 5 - SALARIES &WAGE EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 6 - INTENTIONALLY LEFT BLANK 

OPERATING INCOME ADJUSTMENT NO. 7 - BAD DEBT EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 8 - IMPUTED REVENUE 

OPERATING INCOME ADJUSTMENT NO. 9 - LEGAL EXPENSE 

OPERATING INCOME ADJUSTMENT NO. 10 ~ INTENTIONALLY LEFT BLANK 

OPERATING INCOME ADJUSTMENT NO. 11 - INCOME TAX EXPENSE ADJUSTMENT 

COST OF CAPITAL - WAR TESTIMONY 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

Wastewater Division 
Surrebuttal Schedule TJC-1 
Page 1 of 2 

[AI 
COMPANY 

LINE OCRBlFVRB 
NO. DESCRIPTION COST 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Adjusted Original CosVFair Value Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Operating Income (L5 X L1) 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency (L4 - L2) 

Gross Revenue Conversion Factor (TJC-1, Page 2) 

Required Increase in Gross Revenue Requirement (L7 X L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Percentage Increase in Revenue (L8 / L9) 

Rate of Return on Common Equity 

$ 22,800,578 

$ (1,187,812) 

-5.21% 

$ 1,689,390 

7.409% 

$ 2,877,202 

1.3437 

I $ 3,866,046 I 
$ 2,227,982 

$ 6,094,028 

173.52% 

10.00% 

[BI 
RUCO 

OCRB/FVRB 
COST 

$ 16,679,237 

$ (405,272) 

-2.43% 

$ 1,217,584 

7.300% 

$ 1,622,856 

1.6608 

( $  2,695,215 1 
$ 2,231,115 

$ 4,926,330 

120.80% 

9.25% 

References: 
Column [A]: Company Schedules A-1 and C-1 
Column [B]: RUCO Schedule TJC-2, TJC-6, and TJC-16 



Far West Water & Sewer. Inc 
Docket No WS-03478A-12-0307 
Test Year Ended December31.2011 

Wastewater Division 
Surrebunal Schedule TJC-1 

Page 2 of 2 

GROSS REVENUE CONVERSION FACTOR 

LINE 
- NO. DESCRIPTION 

Calculation 01 Gross Revenue Conversion Factor: 
1 Revenue 
2 Uncollecible Factor 
3 Revenues (L1 - LZ) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Income Tax and Property Tax Rate (Line 23) 

Revenue Conversion Factor (L l  I L5) 

Calculation of Uncollecltible Factor: 

Combined Federal and Stale Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8) 

Uncoliectible Factor (L9 * L10) 

Calculalion oI Effective Tax Rate: 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Arizona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (Col [C]. L53) 
16 Elfective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and Stale Income Tax Rate (L13 + L16) 

Calculation of Ellectwe Promrfv Tax Factor 

Combined Federal and State Income Tax Rate (Col. [B], L17) 
One MWS Combined Income Tax Rate (L18-Ll9) 
Property Tax Factor (Sch. TJC-9, Col [B], L24) 
Effective Property Tax Factor (L20 x LZ1) 
Combined Federal and State Income Tax and Property Tax Rate (Col [B]. L17 + L22) 

24 Required Operating Income (Sch TJC-1, Col [B] Line 4) 
25 Adjusted Test Year Operating Income (Loss) (Sch. TJC-1, COI [B], L2) 
26 Required Increase !n Operating Income (124 - L25) 

27 imome Taxes on Recommended Revenue (Col. [C], L52) 
28 lmome Taxes on Test Year Revenue (Col [A], L52) 
29 Required Increase in Revenue to Provide for Income Taxes (L27 - L28) 

30 Recornmended Revenue Requirement (Sch. TJC-1, Col [B], Line 10) 
31 Uncollectible Rate (L10) 
32 Uncolilectible Expense on Recommended Revenue (L30 x L31) 
33 Adjusted Test Year Uncollectible Expense(Sch TJC-6, Col. IC], L32) 
34 Required Increase in Revenue IO Provide for Uncollectible Exp (L32. L33) 

35 Property Tax with Recommended Revenue (Sch TJC-9, Col. [e], L19) 
36 Property Tax on Test Year Revenue (Sch TJC-9. Col. [B], LZO) 
37 Increase in Properly Tax Due to Increase in Revenue (L35 - 36) 
38 Total Required Increase in Revenue (Col. [B], L26 + L29 + L34 + L37) 

7 Unity 
8 
9 
10 Uncollectible Rate 
11 

18 Unity 
19 
20 
21 
22 
23 

Calculation 01 Income Tax: 
39 Revenue (Sch TJC-1, Col [B], Line 9 B Sch TJC-1, Col [B]. L10) 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (Col IC]. L57) 
42 Arizona Taxable Income (L39. L40. L41) 
43 Arizona Slate Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42. LM) 
46 Federal Tax on First Income Bracket ($1 - $50,000) @ 15% 
47 Federal Tax on Second Income Bracket ($51,001 . $75.000) @ 25% 
48 Federal Tax on Third Income Bracket ($75.001 - $100.000) @ 34% 
49 Federal Tax on Fourth Income Bracket ($100.001 - $335,000) @ 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -$lO,OOO,OOO) Q 34% 
51 Total Federal Income Tax 
52 Combined Federal and State Income Tax (LM + L51) 

53 Applbcable Federal Income Tax Rate [Col [C], L46 - Col [A]. L461 I [Col [C]. L40 - Col [A], L40] 

100.0000~~ 
0.3590% 

99.6410% 
39.4285% 
60.2125% 
1.660785 

100.0000% 
38.5805% 
81.4195% 

0.00584 
0.3590% 

33.9802% 
31 6125% 

38 5805% 

100.0000% 
38.5805% 
61 4195% 

1 3808% 
0 8481% 

39 4285% 

I 1.217.584 
(405.272) 

$ 1,622,856 

$ 134,466 
(884,926) 

1,019.391 

$ 4,926,330 
0 5845% 

$ 28,792 
16 13,040 

15,752 

16 133.073 
95,858 

37,215 
$ 2,695.215 
P 

Test 
Year 

$ 2,231,115 $ 
$ 3,521,313 
$ 1,002,422 
$ (2292,620) 

8.9680% 
I (1 59,750) 
$ (2,132.870) 
$ (7.500) 
$ (6.250) 
0 (8.500) 
$ (91,650) 
$ (61 1.276) 
$ (725.176) 
$ (884,926) 

RUCO 
Recommended 

2,695,215 $ 4,928,330 
$ 3,574.280 
$ 1,002,422 
$ 349,628 

6 9680% 
$ 24.362 
$ 325,266 
$ 7,500 
I 6,250 
$ 8.500 
$ 87.854 
f 
$ 110,104 
$ 134,466 

33.9802% 

54 Svnchronized Interest Calculation 
55 RateBase 
56 x Weiahted Averaae Cost of Debt 
57 Svnchronized Interest 

$ 16.679.237 
6.01% 

$ 1,002,422 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31, 201 1 

Wastewater Division 
Surrebuttal Schedule TJC-2 

LINE 
NO. - 

RATE BASE - ORIGINAL COST 

[AI PI [CI 
COMPANY RUCO RUCO 
AS FILED OCRBIFVRB ADJ'TED 

DESCRIPTION OCRBIFVRB ADJUSTMENTS OCRBIFVRB 

Gross Utility Plant in Service $ 37,751,132 $ (10,936,720) $ 26,814,412 

Less: 
Accumulated Depreciation (4,945,733) 1,488,666 (3,457,068) 

Net Utility Plant in Service (L1 less L4) $ 32,805,399 $ (9,448,055) $ 23,357,344 

Advances in Aid of Construction (10,814,970) 3,255,306 (7,559,664) 

(1,207,071) 10 Contributions in Aid of Construction (CIAC) (1,726,854) 519,783 
11 Accumulated Amortization of ClAC 909,423 (273,736) 635,687 
12 Net ClAC (L10 less L11) $ (817,431) $ 246,047 $ (571,384) 
13 
14 Customer Deposits (26,359) (26,359) 
15 
16 
17 Add: 

18 Allowance for Working Capital $ 1,653,938 $ (174,639) $ 1,479,299 
19 
20 
21 
22 
23 TOTAL RATE BASE (Sum L's 6,8, 12, & 14 Thru 20) $ 22,800,578 $ (6,121,341) $ 16,679,237 

Accumulated Deferred Income Taxes (ADIT) 

Net Regulatory Asset I (Liability) 

References: 
Column (A): Company Schedule B- l  
Column (B): Schedule TJC-3 
Column (C): Column (A) + Column (B) 





Far west Wale? a Sewer. Inc 
Donel ho W S  03478A.12 0307 
TeSl Year EnOw December 31.201 1 

Waslewaler Division 
Surrebunal Schedule TJC 4(a) 

RATE BASE ADJUSTMENT NO. l(a1 
RUCD RECOMMENDED USED AND USEFUL PLANT IN SERVICE 

[AI PI IC1 ID1 [El 19 
Company Company RUCO RUCO 

NARUC Actual Tesl Year Company Adpsled Excess Capacity RUCO Rewmmended 
LINE ACCT Plant Booked Book Plant in Sewice Percentage Excess Capacily Plant in Sewice -- NO. NO. DESCRIPTION 12/31/2011 Adiuslments AS Filed Adjuslmenl Adjustment Balancer 

I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

33 

34 

351 
352 
353 ~~~ 

354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

Organization Cost 
Franchise Cos1 
Land and Land Rights 
Structures 8 Improvements 
Power Generaling Equipment 
Collection Sewers - Force 
Collection Sewers - GravIQ 
Special Collecling Slruclures 
Sevices 10 Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter installations 
Receiving Wells 
Pumping Equipment 
Reuse Distribution Resewiors 
Reuse Transmission and Disl Sys. 
Treatment and Disposal Equlpment 
Plant Sewers 
Outfall Sewer Lines 
Other Planl and Msc. Equipmenl 
Oflice Furnilure 8 Equipment 
Cornpulers & Software 
Transpanation Equipmenl 
Stores Equipmenl 
Tools. Shop 8 Garage Equipment 
Labomlory Equipment 
Power Operated Equiprnenl 
Commuoicatwns Equipment 
MiscellaneOuS Equipment 
Other Tangible Plant 

Totals 

16 
3.076 

1,560,847 
2,633,622 

68.993 
3.705,476 
8.749.140 

173.621 
32,468 
16,683 

2,310 
92.784 

1.496.705 

21,650,302 
736,542 

2,256 
418,687 
257.292 
30,027 

271.81 0 

27.069 
33.710 

181.667 
17,191 

204.504 
238.828 

16 

(147,410) 
(1 56,140) 

(201.148) 
(21,563) 

(18,557) 
(101,067) 

(3,964,890) 
(1 12,871) 

(4511 
(24,546) 

(2,7201 
(18,670) 

(16.292) 

(68,153) 

$ 
3,076 

1,413,437 
2,477,482 

68.993 
3.504.328 
8.727.577 

173,621 
32.468 
16.683 

2,310 
74,227 

1,395,538 

17.685.412 
623.671 

1,805 
394,141 
254.572 

1 1,356 
271,610 

27,069 
17,416 

181,667 
17,191 

136.351 
238.828 

Company As Filed 

RUCO Adpslment - Increase / (Decrease) in Planl 

$ 42.605.611 $ (4,854,479) $ 37,751.132 

References: 
Column [A[: Per Company Schedule 8-2, page 2 on Line 37 - Aclual End of Tesl Year Booked Plant Balances 
Column [B]. Per Company Schedule 8-2, page 2 on Line 42 Increase I (Decrease) m Plant in S ~ N I C ~  
Column IC]: Per Company Schedule 8-2, page 2 on Line 37 Adiusled End of Test Year Planl Balances 
Column [D]: Per RUCO Wilness Thomas Fish Teslimony 
Column [E): Column [C] X [D] wilh the Exceprion 01 Non-Depreciable A C C O U ~ ~ S  351. 352. and 353 
Column [F) Column IC] -[E] - RUCO Rewmmended Plan1 Balances 

30.1% 
30.1% 
30.1% 
30.1% 
30.1X 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30 1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30 1% 

$ - $  

745,722 
20.767 

1,054.803 
2,627.001 

52,260 
9,773 
5,022 

695 
22.342 

420.087 

5,323,309 
167,725 

543 
118,637 
76.626 

3,418 
81,815 

8,148 
5.243 

54,682 
5,174 

41.042 
71,887 

3,076 
1,413,437 
1,731,760 

48.226 
2,449.525 
6,100,576 

121,361 
22,695 
11 562 

1.615 
51,885 

975,551 

12,352,103 
435,946 

1.261 
275.505 
177.946 

7,938 
189,995 

18,921 
12.175 

126.985 
12.016 
95.309 

166,941 

$ 10,936.720 $ 26,814.412 

37,751,132 



Far WesI Waler a Sewer. Inc 
%&el k o  WS 03478A 12.0307 
Tesl Year Endw December 31,201 1 

Waslewaler Division 
Sunebunal Schedule TJC~4(b) 

RATE BASE ADJUSTMENT NO. I@) 
RUCO RECOMMENDED ACCUMULATED DEPRECIATION 

IC1 
Company 

Accurnulalad 
Depreciation 

ID1 
RUCO 

Excess Capacily 
Percentage 

i9 
RUCO 

Recommended 
Accum. Depre. 

IBI 

Company 
Book 

Adiuslmenls 

$ 

[El 

RUCO 
Excess Capacily 

Adjuslmenl 

s 

[AI 
Company 

Acluai Tesl Year 
Accum. Depre. 
1Z3l12011 

I 

LINE 
NO. - 

NARUC 
ACCT 
NO. 

351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 
390.1 
39 I 
392 
393 
394 
395 
396 
397 
398 

As Filed 

$ 

Adjustment 

30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30 1% 
30.1% 
30.1% 
30 I% 
30.1% 
30.1% 
30.1% 
30.1% 
30 1 %  
30.1% 
30.1% 
30.1% 
30 1 % 
30.1% 
30 1 % 
30.1% 
30.1% 
30.1% 
30 1% 
30.1% 
30 1% 
30 1% 
30 I %  

Balancer 

s 
DESCRIPTION 

Organization Cost 
Franchise Cost 
Land and Land Rights 
Slruclures a Improvements 
Power Generating Equipment 
Colleclian Sewers. Force 
Colleclian Sewers . Gravily 

Sevices Io Customers 
Flow Measunng Devices 
Flow Measunng lnst1allabons 
Reuse Services 
Reuse Meters and Meler lnslallalions 
Receiving Wells 
Pumping Equipmenl 
Reuse D!slribulion Reserviors , 
Reuse Transmission and DoI. Sys. 
Trealmenl and Disposal Equipmenl 
Planl Sewers 
Oullall Sewer Lines 
Other Planl and Misc. Equipment 
Mtice Fumilure a Equipment 
Cornpulers I Sofhvare 
Transportalion Equipment 
Slores Equipmenl 
Tools, Shop 6 Garage Equipmenl 
Labralory Equipment 
Power Opereled Equipment 
Communaalions Equipmenl 
Mbscellanwus Equipment 
Mher Tangible Planl 

Tolals 

Specla1 Collecllng Structures 

136.113 
1.725 

181,585 
1,723,051 

(86,8441 51,270 
1.725 

154.126 
1.712.487 

4,698 
32,468 
16.683 

15,432 
519 

46,392 
515,459 

35,637 
1,206 

107,734 
1.i97.028 

5 
6 
7 

(27.458) 
(10,5641 

8 
9 
10 
1 1  

8.395 
29.877 
13,766 

(3,6971 
2,591 
2,918 

1,414 
9.773 
5.022 

29 
372 

133.107 

3,284 
22,695 
11.662 

67 
865 

309.109 

12 
13 
14 
15 
16 
17 

95 
1.546 

397,823 

96 
1,237 

442,217 
13091 

44,393 

3.825.791 
27,488 

38 
45,316 
31.463 
25.306 
125,372 

(1,741,7081 
18,3021 

(6) 
(30.3041 
(4.2791 
(21,597) 
68,655 

2,084,083 
19,186 

30 
15,012 
27.184 
3,709 

194.028 

627,309 
5,775 

9 
4.519 
8,182 
1.117 

58,402 

1.456.774 
13,411 

21 
10,493 
13.001 
2,593 

135.625 

2,184 
554 

16.397 
826 

34.576 
75,123 

18 
19 
20 
21 
22 
23 
24 
25 

3,124 
21,263 
23,457 
1.182 

137,179 
107,473 

3,124 
793 

23.457 
1,182 

49.465 
107.473 

940 
239 

7,061 
356 

14.889 
32.349 

26 
27 
28 
29 
30 
31 

32 

(20,4691 

(87.7141 

$ (1,924,6961 $ 4,945,733 I 3,457.067 $ 6,870,429 $ 1,468,665 

33 

34 

Company AS F k d  

RUCO Adpslmenl - (Increase) I Decrease In Accumulated Depreciation 

4,945,733 

1,488,666 

References: 
Column [A): Per Company Schedule 8-2, page 3 on Line 37 Aclual End 01 Test Year Booked Accumulaled Depreciation Balances 
Column [BI  Per Company Schedule 8-2, page 3 on Line 42. Increase I (Decrease) m Accumulaled Depreaalion 
Column [C]. Per Company Schedule 82. page 3 on Line 37 - Adysled End of Tesl Year Accumulaled Depreciation Balances 
Column [D]: Per RUCO Witness Thomas Fish Testimony 
Column [E]: Column IC] X ID] wilh the Excepllon 01 Non-Depreciable Accounls 351. 352. and 353 
Column 19 Column IC] - [E] - RUCO Recommended Accumulated Deprecialion Balances 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

Wastewater Division 
Surrebuttal Schedule TJC-4(c) 
Page 1 of 1 

RATE BASE ADJUSTMENT NO. l(c) 
REMOVE 30.1% OF AIAC AND NET ClAC FOR EXCESS CAPACITY FACTOR 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

- Descriotion 

Advances in Aid of Construction (AIAC) As Filed by Company 
Excess Capacity Factor 

RUCO Adjustment 

Contributions in Aid of Construction (CIAC) As Filed by Company 
Excess Capacity Factor 

RUCO Adjustment 

Accumulated Amortization of ClAC As Filed by Company 
Excess Capacity Factor 

RUCO Adjustment 

Total RUCO Adjustment 

Amount 

$ (10,814,970) 
30.1% 

$ 3,255,306 

$ (1,726,854) 
30.1% 

$ 519,783 

$ 909,423 
30.1% 

$ (273,736) 

I $ 3,501,353 1 
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RATE BASE ADJUSTMENT NO. 2 
INTENTIONALLY LEFT BLANK 

Line 
- No. Descriotion 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

a 

i a  
19 
20 
21 
22 

Wastewater Division 
Surrebuttal Schedule TJC-5 
Page 1 of 1 

Amount 
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RATE BASE ADJUSTMENT NO. 3 
INTENTIONALLY LEFT BLANK 

Line - No. Description 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

a 

Wastewater Division 
Surrebuttal Schedule TJC-6 
Page 1 of 1 

Amount 
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Wastewater Division 
Surrebuttal Schedule TJC-7 

OPERATING INCOME SUMMARY 

[AI PI [CI [Dl [El 
NARUC COMPANY RUG0 RUG0 RUCO RUCO 

LINE ACCOUNT AS TEST YEAR TEST YEAR PROP'D AS 
-~ NO. NO. DESCRIPTION FILED ADJM'TS AS ADJTED CHANGES RECOMMD 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10  
11 
12  
13 
14  
15 
16 
17  
18 
19 
20 
21 
22 
23 
24 
25 
26  
27 
28  
29 
30 
31 
32 
33 
34 
35 
36 
37 

38 

39 

41 3 
521 
536 
541 

701 

704 
710 
71 1 
715 
718 
720 
731 
732 
733 
734 
735 
736 
741 
742 
750 
756 
757 
758 
759 
760 
766 
767 
770 
775 
403 
408 

408.1 1 
409 

7p3 

Revenues: 
Income Utility Plant Leased to Others 
Flat Rate Revenue 
Other Sewer Revenues 
Metered Reuse Revenue 

Total Sewer Revenues 

Operating Expenses: 
Salaries and Wages 
Salaries and Wages - Officers and Directors 
Employee Pension and Benefits 
Purchased Sewer Treatment 
Sludge Removal Expense 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Management Fees 
Contractual Services - Testing 
Contractual Services - Other 
Rent - Buildings 
Rent - Equipment 
Transportation Expense 
Insurance - Vehicle 
Insurance - General Liability 
Insurance - Workman's Compensation 
Insurance - Other 
Advertising Expense 
Regulatory Commission Expense - Rate Case 
Regulatory Expense - Other 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 

Operating Income 

$ - $  - $  - $ - $  
2,053,159 3.133 2.056.292 2.695.215 4,751,507 

43,064 43,064 43.064 
131,759 131,759 131.759 

$ 2,227.982 $ 3,133 $ 2,231,115 $ 2,695215 $ 4,926.330 

$ 802.071 $ - $ 802,071 $ - $ 802,071 
137,000 (61,609) 75,391 75,391 
27.421 27,421 27.421 

55,247 55.247 55,247 
342,364 342.364 342,364 

181,981 181.981 181,981 
219,910 21 9.91 0 219,910 

7,230 7.230 
43,865 (32.975) 10,890 

147.025 
60,716 
20.669 
45,758 

129,723 
12.610 
33,142 
17.125 

476 
75.000 

33,490 
30,503 

1,497,193 
76,451 
95.728 

(676,904) 

147.025 
60.716 
20.669 
45.758 

129,723 
12,610 
33,142 
17.125 

476 
75.000 

(20,450) 13,040 
30,503 

(451,872) 1,045.320 
(4.609) 71,842 

130 95.858 
(208,021) (884.926) 

7,230 
10,890 

147,025 
60,716 
20,669 
45.758 

129.723 
12.610 
33,142 
17,125 

476 
75.000 

15,752 28,792 
30,503 

1,045,320 
71,842 

37.215 133,073 
1,019,391 134,466 

$ 3.415.794 $ (779,406) $ 2,636,387 $ 1,072,359 $ 3,708.746 

$ (1,187.812) $ 782.540 $ (405,272) $ 1,622,856 $ 1,217,584 

References: 
Column [A]: Company Schedule C-1 
Column [B]: TJC-9, Columns [B] Thru [L] 
Column [C]: Column [A] + Column [B] 
Column [D]: TJC-1, pages 1 Thru 2 
Column [E]: Column [C] + Column [D] 
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Wastewater Division 
Surrebuttal Schedule TJC-9 
Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 1 
TEST YEAR DEPRECIATION EXPENSE 

(A) (B) (C) 
NARUC RUCO COMPANY TEST YEAR 

LINE ACCOUNT TOTAL PROPOSED DEPRECIATION 
NO. NO. ACCOUNT NAME DEPRECIABLE P L A M  DEP. RATES EXPENSE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

33 

34 

35 
36 

37 

351 
352 
353 
354 
355 
360 
36 1 
362 
363 
364 
365 
366 
367 
370 
37 1 
374 
375 
380 
38 1 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

Organbation Cost 
Franchise Cost 
Land and Land Rights 
Structures 8 Improvements 
Power Generating Equipment 
Collection Sewers - Force 
Collection Sewers - Gravity 
Special Collecting Structures 
Sevices lo Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installations 
Receiving Wells 
Pumping Equipment 
Reuse Distribution Reserviors 
Reuse Transmission and Dist. Sys. 
Treatment and Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant and M ix .  Equipment 
Office Furniture 8 Equipment 
Computers 8 Sottware 
Transportation Equipment 
Stores Equipment 
Tools, Shop 8 Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE 

Less: 
AMORTIZATION OF CONTRIBUTIONS IN AID OF CONSTRUCTION (CIAC) 

RUCO TOTAL DEPRECIATION EXPENSE 

Company As Filed 
Difference 

RUCO Adjustment (See TJC-6. Column (C) Lme 34) 

5 
3.076 

1,413,437 
1,731,760 

48,226 
2,449,525 
6,100,576 

121,361 
22,695 
11,662 

1,615 
51.885 

975.551 

12,362,103 
435,946 

1,261 
275,505 
177,946 

7,938 
189,995 

18,921 
12,175 

126,985 
12,016 
95,309 

166,941 

$ 26,814,412 

(1.207.071) 

0.00% 
0.00% 
0.00% 
3.33% 
5.00% 
2.00% 
2.00% 
2.00% 
2.00% 
10.00% 
10.00% 
2.00% 
8.33% 
3.33% 
12.50% 
2.50% 
2.50% 
5.00% 
5.00% 
3.33% 
6.67% 
6.67% 
20.00% 
20.00% 
4.00% 
5.0056 
10.00% 
5.00% 
10.00% 
10.00% 
10.00% 

4.9648% 

57.668 
2.41 1 

48,991 
122,012 

2,427 
2,270 
1,166 

135 
1,728 

121,944 

61 8,105 
21,797 

42 
18,376 
11.869 
1,588 

37,999 

946 

6.349 
1,202 
9,531 

16,694 

$ 1,105.248 

(59,928) 

$ 1,045,320 

1,497,193 
5 (451,872) 

$ (451,872) 
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LINE 
NO. 

1 
2 
3 
4a 
4b 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 
17 

18 
19 
20 
21 

22 
23 
24 

- Prooertv Tax Calculation 

Wastewater Division 
Surrebuttal Schedule TJC-10 
Page 1 of 1 

RUCO OPERATING INCOME ADJUSTMENT NO. 2 
PROPERTY TAXES 

[AI [BI 

RUCO RUCO 
AS ADJUSTED RECOMMENDED 

2 2 
$ 4,462,230 $ 4,462.230 

2,231,115 
4,926,330 

$ 6,693,345 9.388.561 

RUCO Adjusted Test Year Revenues $ 2,231,115 $ 2,231,115 
Multiplied by 2 
Subtotal (Line 1 X Line 2) 
RUG0 Adjusted Test Year Revenues 
RUCO Recommended Revenue, Per Schedule TJC-6 
Subtotal (Line 3 + Line 4a) 
Number of Years 3 3 

3,129,520 Three Year Average (Line 5 / Line 6) $ 2,231,115 $ 
Department of Revenue Mutilplier 2 2 
Revenue Base Value (Line 7 X Line 8) $ 4,462,230 $ 6,259,040 
Plus: 10% of CWlP Per Company Schedule E 243,735 243,735 
Less: Net Book Value of Licensed Vehicles 77,783 77,783 
Full Cash Value (Line 9 + Line 10 - Line 11) $ 4,628,183 $ 6,424,993 
Assessment Ratio 20.0% 20.0% 
Assessed Value (Line 12 * Line 13) $ 925,637 $ 1,284,999 
Composite Property Tax Rate (Per RUCO Effective Property Tax Calculation Analysis W/P) 

RUCO Adjusted Test Year Property Tax Expense (Line 14 * Line 15) 
Company Adjusted Test Year Property Tax (Per Company C-1 Schedule) 

10.3559% 10.3559% 

$ 95.858 
95,728 

RUCO Test Year Adjustment (Line 16-Cine 17) 
Property Tax - RUCO Recommended Revenue (Line 14 * Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase/(Decrease) to Property Tax Expense 

Increase/(Decrease) to Property Tax Expense 
Increase in Revenue Requirement 
Increase /(Decrease) to Property Tax per Dollar Increase in Revenue (Line 22 I Line 23) 

$ 130 
$ 133,073 

95,858 
$ 3721 5 

$ 37,215 
2,695,215 

0.013806 
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Line 
- No. DescriDtion 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

Wastewater Division 
Surrebuttal Schedule TJC-11 
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OPERATING INCOME ADJUSTMENT NO. 3 
INTENTIONALLY LEFT BLANK 

Amount 
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Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

a 

Wastewater Division 
Surrebuttal Schedule TJC-I; 
Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 4 
SALARIES AND WAGES - OFFICERS & DIRECTORS 

Description 

Paula Capestro 

Sandra Braden 

Totals 

Company Requested Test Year Amount As Filed 

Total RUCO Adjustment 

Total Taxes Other Than Income As Filed by Company 

Total Taxes Other Than Income As Adjusted by RUCO 

RUCO Taxes Other Than Income Adiustment 

[AI PI [CI [Dl [El 
RUCO 

Salaries Estimated Hours Allocation RUCO 

Amount 
In Hours Allocated to Adjustment Recommended 

Test Year Worked Note FW Sewer Factor 

$ 68,500 2,075 1 1,038 100% $ 68,500 

68,500 250 1 125 12% 8,253 

$1 37,000 $ 76,753 

137,000 

1 %  (60,247)i 

Notes: 
Company Response to Stan DR GWB 6.3 
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Wastewater Division 
Surrebuttal Schedule TJC-13 
Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 5 
SALARIES AND WAGES 

Line 
- No. DescriDtion 

1 
2 Salaries and Wages 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 References: 
18 
19 

Per Company Response to Staff DR JA - 3.34 

G/L Balance 
For Per Response 

Test Year to Staff DR RUCO 
Ended JA-3.34 Adjustment 

$ 683,996 $ 682,634) $ (1,362)1 
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OPERATING INCOME ADJUSTMENT NO. 6 
INTENTIONALLY LEFT BLANK 

Line 
- No. Description 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Wastewater Division 
Surrebuttal Schedule TJC-14 
Page 1 of 1 

Amount 
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Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

DescriDtion 

2009 Bad Debt Expense - Schedule E 
201 0 Bad Debt Expense - Schedule E 
201 1 Bad Debt Expense - Schedule C-1 

Total Bad Debt Expense 2009 - 201 1 

Wastewater Division 
Surrebuttal Schedule TJC-15 
Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 7 
NORMALIZE BAD DEBT EXPENSE 

Divide by 3 Year Normalization Period 

3 Year Normalization of Repairs & Maintenance Expense 

Company Repairs 8 Maintenance Expense As Filed 

Total RUCO Adjustment 

Amount 

$ 5,630 

33,490 

$ 39,120 

3 

$ 13,040 

33.490 

I$  (20,450)l 
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OPERATING INCOME ADJUSTMENT NO. 8 
IMPUTE RV PARK REVENUES 

Line 
- No. Description 

1 
2 
3 
4 X 12 Months 
5 
6 Total Number of Bills 
7 
8 
9 
10 
11 
12 Total RUCO Adjustment 

Aquatic Center RV Lots Per Company Response to Gilkey Data Request 5.1 

Present Rate Per RV Lot 

Total Imputed Revenues for Aquatic Center RV Lots 

Wastewater Division 
Surrebuttal Schedule TJC-16 
Page I of 1 

Amount 

48 

12 

576 

$ 5.44 

$ 3,133 

I $  3,133 1 
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OPERATING INCOME ADJUSTMENT NO. 9 
NON-RECURRING LEGAL EXPENSES 

Line 
- No. Description 
1 
2 
3 
4 
5 
6 S t a f f  Recommended Adjustment 
7 
8 
9 Total RUCO Adjustment 

Company Adjusted Test Year As Filed 

Staff Recommended and Adopted by Company in Rebuttal 

Wastewater Division 
Surrebuttal Schedule TJC-17 
Page 1 of 1 

Amount 

$ 43,865 

10,890 

$ (32,975) 

I$] 
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OPERATING INCOME ADJUSTMENT NO. 8 
ADJUSTED TEST YEAR INCOME TAX EXPENSE 

Line 
- No. Description 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Total Adjusted Test Year Income Tax Expense As Filed by Company 

Total Adjusted Test Year Income Tax Expense Per RUCO 

RUCO Adjusted Test Year Income Tax Expense Adjustment 

Wastewater Division 
Surrebuttal Schedule TJC-18 
Page 1 of 1 

Amount 

$ (676,904) 

(884,926) 

1 (208,021)l 
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Wastewater Division 
Surrebuttal Schedule TJC-19 

WEIGHTED AVERAGE COST OF CAPITAL 

(A) (B) (C) (D) (E) (F) 

LINE COMPANY RUG0 RUG0 CAPITAL WEIGHTED 
NO. D ESCR I PTlON PROPOSED ADJUSTMENT ADJUSTED RATIO COST COST 

LONG-TERM DEBT $21,323,943 $ - $21,323,943 79.55% 6.90% 5.49% 

SHORT-TERM DEBT 1,732,342 - 1,732,342 6.46% 8.07% 0.52% 

COMMON EQUITY 3,748,573 - 3,748,573 13.98% 9.25% 1.29% 

TOTAL CAPITALIZATION $26,804,858 $ - $26,804,858 100.00% 

Ir 7.30%1 WEIGHTED AVERAGE COST OF CAPITAL 

REFERENCES: 
TESTIMONY WAR 
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EXECUTIVE SUMMARY 

Iar  West Water 2% Sewer, Inc. (“Far West” or the “Company”) Sewer Division’s 
)resent, proposed direct, and rebuttal rates are provided in the first three 
;olumns on the table below. Based on RUCO’s analysis of Far West’s 
:estimonies in this proceeding, RUCO recommends a flat monthly rate design for 
dl residential customers regardless of water meter size with no commodity 
;barges in both direct and surrebuttal filings as shown in the last two columns on 
:he table below: 

Company and RUCO Rates in Dollars 

Far West Far West Far West RUCO RUCO 
’resent Rate Direct Rate Rebuttal Rate Direct Rate Surrebuttal Rate 

$21.75 $62.65 $ 57.77 $49.85 $48.93 

The percentage change in the residential flat monthly rate design proposed by 
the Company in its direct and rebuttal testimonies are reflected in the first two 
columns and RUCO’s direct and surrebuttal recommendations are presented in 
the last two columns in the table below: 

Company and RUCO Change in Present Rates by Percentages 

Far West Far West 
Direct Rate Rebuttal Rate 

RUCO RUCO 
Direct Rate Surrebuttal Rate 

188.05% 165.50% 129.20% 124.97% 

I 
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NTRODUCTION 

2. 

4. 

1. 

4. 

Are you the same Timothy J. Coley that filed surrebuttal revenue 

requirement testimony on behalf of RUCO on March 29, 2013 in this 

proceeding? 

Yes. 

What is the purpose of your surrebuttal rate design direct testimony? 

My surrebuttal testimony will address RUCO’s residential rate design for 

Far West Water & Sewer, Inc. (“Far West” or the “Company”) for the 

Company’s Sewer Division and prove that the rate design will produce 

RUCO’s recommended revenue. An analysis of a typical residential bill 

has been included. 

To support RUCO’s position in surrebuttal testimony, Schedules 

numbered TJC-RD1 through TJC-RD5 have been prepared for the 

Company’s Sewer Division. 

RATE DESIGN 

Q. Has RUCO updated its rate design after considering all intervening 

parties’ testimony in this case? 

4. Yes. 

... 

1 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 
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3. 

4. 

Q. 

4. 

Please explain the updated elements of RUCO’s surrebuttal rate 

design. 

RUCO continues to propose a flat monthly rate design for the residential 

and Recreational Vehicle (“RV) Park classes. RUCO’s recommended 

residential rate is $48.93 per month for all water meter sizes. The RV 

Park rate is one-third of the residential rate or $16.31 per month with a 

residential I-Inch monthly base charge of $122.33 for each of the five RV 

Parks and the manufactured home park of Rancho Rialto. These monthly 

base charge billings properly account for the five RV Parks and Rancho 

Rialto’s clubhouses, Laundromats, and any other common facilities that 

are on the premises. Whereas, the commercial customers’ sewer charges 

are based on the customer’s water meter size as shown on RUCO’s 

Commercial Schedule TJC-RD 2. 

RUCO continues to recommend the present effluent rate of $1.00 per 

thousand gallons for the two affiliated metered effluent reuse golf course 

customers. 

Does RUCO agree with the Company’s rationale for the proposed 

rebuttal commercial meter multipliers? 

Yes, with the exception of the 518 x 314 and 3/4-lnch meters. RUCO 

proposes the index of 1.0 for the meter multiplier for the 5/8 x 3/4-lnch 

meter and a meter multiplier of 1.25, based on the 518 x 3/4-lnch meter, 

2 
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for the 3/4-lnch meter. The Company proposes the same $86.66 rate for 

both meter sizes. Even though there are no customers receiving service 

on the 3/4-lnch water meter size, RUCO believes a disparity between the 

rates is warranted for the two water meter sizes. 

Q. 

A. 

Q. 

A. 

Has RUCO adjusted its RV Park sewer rates to one-third of the 

residential rate rather than RUCO’s direct rate based on 25 percent of 

its recommended residential rate? 

Yes. The Company is in agreement with the RV Park lot adjustment of 

one-third of the residential customer monthly rate rather than its original 

direct filing rate of 25 percent. 

How does the issue with the Schechert Aquatic Fitness Center affect 

RUCO’s rate design? 

The Company and RUCO are in agreement that the additional RV spaces 

increase the number of billing determinants for the RV Park class of 

customers as well as the revenue generated by this class of customer. 

This was fully addresses in my surrebuttal revenue requirement testimony 

filed earlier. 

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

hrrebuttal Rate Design Testimony of Timothy J. Coley 
:ar West Water & Sewer, Inc. 
locket No. WS-03478A-12-0307 

'ROOF OF RECOMMENDED REVENUE 

a. 

4. 

2. 

4. 

Has RUCO prepared Schedules presenting proof of your surrebuttal 

recommended revenue? 

Yes. Proof that RUCO's recommended rate design will produce the 

recommended required revenue as illustrated is presented on Schedule 

TJC-RD 1 for each customer classification. 

Does this conclude your direct testimony on rate design? 

Yes, it does. 
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FAR WEST WATER B SEWER, INC., SEWER DIVISION - RUCD SURREBUTTAL RATE DESIGN I RESIDENTIAL 
TESTYEAR ENDED DECEMBER 31.2011 
RECOMMENDED RATES 

DOCKET NO. WS43478A-12-0307 
SCHEDULE TJC-RD 2 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

65 
66 
67 
68 
69 

DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE 

(RESIDENTIAL CUSTOMERS) 
All Residential 

314 - INCH 
1 -INCH 
1 1/2 -INCH 
2 -INCH 
3 - INCH 
4 - INCH 
6 - INCH 
8 - INCH 

10 -INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

RESIDENTIAL CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

All Residential 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 

3/4 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 

1 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 

1 1/2 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 

2 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 

3 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 

4 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 

6 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 

8 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 

IO-INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) 

ZERO TO 
1 TO 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS. 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS. 
0 GALLONS. 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

$21.75 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

$62.65 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

$48 93 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

0 0 0 
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FAR WEST WATER a SEWER, INC.. SEWER DIVISION - RUCO SURREBUTAL RATE DESIGN I COMMERCIAL 
TEST YEAR ENDED DECEMBER 31,2011 
RECOMMENDED RATES 

DOCKET NO. WS-03478A-12-0307 
SCHEDULE TJC-RD 2 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

LINE 
- NO. DESCRIPTION 

1 
2 
3 (COMMERCIAL CUSTOMERS) 
4 All Commercial Customers 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

$43 50 $1 25 30 
$65 05 
81 31 

162 63 
243 94 
390 30 

1,040 80 
1,626 25 
3,252 50 
6.505 00 

13,01000 

5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

5/8 X 3/4 - INCH 
3/4 - INCH 
1 - INCH 
1 1/2 - INCH 
2 - INCH 
3 - INCH 
4 - INCH 
6 - INCH 
8 -INCH 

NIA 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

COMMERCIAL CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

5/8 X 314 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 1 TO 0 GALLONS 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 

0 0 0 

26 
27 3/4 - INCH 

COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: 

28 
29 
30 

31 
32 
33 
34 
35 

36 
37 
38 
39 
40 

41 
42 
43 
44 
45 

46 
47 
48 
49 
50 

51 
52 
53 
54 
55 

56 

- $ - $ -  
- $ - $ -  

$ - $ -  

I -INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 

$ - $ -  
- $ - $ -  
- $ - $ -  

I 112 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 

2 - INCH 
COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS 
COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - 1 TO 0 GALLONS 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 

$ - $ -  
$ - $ -  
$ - $ -  

3 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 1 TO 0 GALLONS 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 

- $ - 8  
- $ - $  
- $ - $  

4 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS 
COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - 1 TO 0 GALLONS 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 

57 6-INCH 
58 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
59 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - 1 TO 0 GALLONS: 
60 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 

61 
62 8-INCH 
63 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS 
64 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS: 
65 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS. 

66 
67 N/A 
68 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS. 
69 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS 
70 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS- 
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FAR WEST WATER B SEWER, INC., SEWER DIVISION ~ RUCO DIRECT RATE DESIGN I RV PARK 
TESTYEAR ENDED DECEMBER 31,2011 
RECOMMENDED RATES 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

65 
65 
67 
68 
69 

DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

(RESIDENTIAL. COMMERCIAL AND MISC. CUSTOMERS) 
518 X 314 - INCH 
314 - INCH 
1 - INCH 
1 1/2 - INCH 
2 - INCH 
3 - INCH 
4 -INCH 
6 - INCH 
8 - INCH 

10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

RESIDENTIAL, COMMERCIAL AND MISC. CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

518 X 314 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

3/4 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

1 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

1 1/2 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

2 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - 

3 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

4 -INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

6 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

8 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

10 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

ZERO TO 
1 TO 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

0 GALLONS 
0 GALLONS. 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

0 GALLONS: 
0 GALLONS' 
0 GALLONS 

0 GALLONS 
0 GALLONS: 
0 GALLONS- 

0 GALLONS' 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

DOCKET NO. WS-03478A-12-0307 
SCHEDULE TJC-RD 2 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

$5 44 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
000 
0 00 

$15 66 
000 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

$16.31 
24.46 
40.77 
81 55 

130.48 
244.65 
407.75 
815 50 

1,631 .OO 
3,262.00 

0 0 0 

8 -  $ - $ -  
$ -  $ - $ -  
I -  $ - $ -  
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PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

LINE 
- NO. DESCRIPTION 

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

LRESlDENTlAL RE-ESTABLISHMENT CUSTOMERS) 
All Re-Establishment 

3/4 - INCH 
1 - INCH 
1 112 -INCH 
2 - INCH 
3 - INCH 
4 - INCH 
6 - INCH 
8 - INCH 

10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

RESIDENTIAL RE-ESTABLISHMENT CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

$21 75 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

$62 65 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

$48 93 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

0 0 0 

0 GALLONS 
0 GALLONS. 
0 GALLONS 

21 All Re-Establishment 
22 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - ZERO TO 
23 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - 1 TO 
24 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 

25 
26 3/4- INCH 
27 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - ZERO TO 
28 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 
29 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 

30 
31 1 -INCH 
32 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - ZERO TO 
33 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 
34 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 

35 
36 1 I R - I N C H  
37 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - ZERO TO 
38 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 
39 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 

40 
41 2-INCH 
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48 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - 1 TO 
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55 
56 6-INCH 
57 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - ZERO TO 
58 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - 1 TO 
59 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 

60 
61 8 -  INCH 
62 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - ZERO TO 
63 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 
64 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 

65 
66 10-INCH 
67 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - ZERO TO 
68 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 
69 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
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0 GALLONS. 
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RECOMMENDED RATES 

LINE 
- NO DESCRIPTION 

1 
2 
3 (METERED REUSE CUSTOMERS) 
4 All Metered Reuse Curlomen 
5 3/4-INCH 
6 1-INCH 
7 11R- INCH 
8 2-INCH 
9 3-INCH 

10 4-INCH 
11 6-INCH 
12 8-INCH 
13 ID-INCH 
14 
15 
16 
17 METERED REUSE CUSTOMERS 
18 
19 
20 
21 All Metered Reuse Customers 
22 COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - ZERO TO 999,999,999,999,999.DDD GALLONS 0 100 5 100 $ 100 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE' 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

RECOMMENDED COMMODITY RATES BY ALL METER SIZES 

23 COMMODITY RATE (PER 1,DW GAL OVER MINIMUM) - 999,999,999.999.999,DDD TO 0 GALLONS $ - $ - $ -  
24 COMMODITY RATE (PER 1,WO GAL OVER MINIMUM) - OVER 0 GALLONS I - $ - $ -  

DOCKET NO. WS-03478A12-0307 
SCHEDULE TJC-RD 2 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED - _ _ _ ~  

$0 DO 
0 00 
0 OD 
OW 
0 DO 
0 DO 
0 DO 
0 DO 
0 DO 
0 DO 

0 

$0 DO 
0 00 
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0 DO 
0 DO 
0 DO 
0 DO 
0 OD 
0 DO 
0 DO 

0 

$0 00 
OW 
0 00 
0 DO 
0 DO 
0 DO 
0 OD 
0 DO 
0 DO 
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EXECUTIVE SUMMARY 

Far West Water & Sewer, Inc. (“Far West” or “Company”) is a Class A 
public service Water and Sewer Corporation organized as a C corporation 
under Title 8 and Chapter 1 of the Internal Revenue Code. The Company 
serves approximately 15,500 water customers and 7,824 wastewater 
customers in portions of Yuma County, Arizona. 

Far West filed a general rate Application for the Company’s Sewer 
Division with the Arizona Corporation Commission (‘IACC’’ or 
“Commission”) on July 6, 2012 using a test year that ended on December 
31, 201 I (“Test Year”). 

For Far West Sewer Division, the Company is requesting a gross revenue 
increase of $3,866,046 or a 173.52 percent increase over Test Year 
adjusted revenue of $2,227,982. 

RUCO is recommending a $2,658,963 or 119.34 percent increase over 
the Sewer Division’s Test Year adjusted revenue of $2,227,982. 

The Company is seeking a 7.409 percent rate of return on a $22,800,578 
Sewer Division fair value rate base for an operating income of $1,689,390. 
RUCO recommends a 7.30 percent rate of return on a $16,399,350 fair 
value rate base for an operating income of $1,197,153. 

RUCO’s adjusted Test Year rate base and operating income 
recommendations for Far West’s Sewer Division reflects four rate base 
adjustments totaling $6,401,228 that reduced the Company-proposed rate 
base from $22,800,578 to $16,399,350; and eight adjusted Test Year 
operating income adjustments totaling $783,648 that increased the 
Company’s Test Year adjusted operating income from a negative 
$1,187,812 to a negative $404,164. 

RUCO’s recommended operating income is comprised of four adjustments 
to flat rate revenue, bad debt expense, property tax expense, and income 
tax expense totaling $1,601,317 that increased RUCO’s recommended 
operating income from an adjusted Test Year amount of a negative 
$404,164 to a positive $1,197,153. 

RUCO consultants Thomas H. Fish, Ph.D and Royce A. Duffet P.E., of 
Ariadair Economics Group will provide direct testimony on Far West’s 
Sewer rate Application regarding excess capacity. 

RUCO’s Chief of Accounting and Rates, William A. Rigsby, will provide 
direct testimony on RUCO’s recommended cost of capital. 

I 
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NTRODUCTION 

2. 

4. 

2. 

4. 

1. 

4. 

Please state your name, position, employer and address. 

My Name is Timothy J. Coley. I am a Public Utilities Analyst V employed 

by the Residential Utility Consumer Ofice (“RUCO”) located at 11 10 W. 

Washington, Suite 220, Phoenix, Arizona 85007. 

Please state your educational background and qualifications in the 

utility regulation field. 

Appendix 1, which is attached to this testimony, describes my educational 

background and includes a list of the rate cases and regulatory matters in 

which I have participated. 

Please state the purpose of your testimony. 

The purpose of my testimony is to present RUCO’s recommendations 

regarding Far West Water & Sewer, Inc. (“Far West” or “Company”) 

Sewer Division’s rate Application for a determination of the current fair 

value of its utility plant and property and for a permanent increase in its 

rates and charges based thereon for utility service. The Test Year 

utilized by the Company in connection with the preparation of this 

Application is the 12-month period that ended December 31, 201 1 (“Test 

Year”). 

1 
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lACKGROUND 

2. 

\. 

Please describe your work effort on this project. 

I reviewed prior Commission decisions on Far West, obtained and 

reviewed data responses and performed analytical procedures on the 

Company’s standard filing schedules in order to understand the 

Company’s Application as it relates to rate base, operating income, and 

required revenue. My recommendations are based on these analyses. 

Procedures performed included the in-house formulation and analysis of 

five sets of data requests. I also reviewed and analyzed the Company’s 

responses to Commission Staffs data requests, and coordinated my 

work with RUCO’s consultants at Ariadair Economics Group. 

RUCO’s participation in this proceeding is the cumulative effort of four 

RUCO witnesses; myself (Timothy J. Coley), William A. Rigsby, and 

Thomas H. Fish, Ph.D. and Royce A. Duffet P.E. of Ariadair Economics 

Group. I was responsible for the working capital component of rate base 

and all operating income components that determine RUCO’s required 

revenue recommendations. RUCO’s Chief of Accounting and Rates, Mr. 

Rigsby, will present separate testimony on RUCO’s cost of capital 

recommendation. Dr. Fish and Mr. Duffet will also provide separate 

testimony on RUCO’s recommended excess capacity adjustments 

pertaining to plant, accumulated depreciation, advances in aid of 

2 
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construction (“AIAC”), net contributions in aid of construction (“CIAC”), 

and depreciation expense on a going forward basis. 

2. 

!. 

2. 

I. 

Will RUCO sponsor its rate design testimony in this proceeding? 

Yes. RUCO’s rate design testimony will be filed under separate cover on 

February 19,2013. 

Please identify the schedules and exhibits that you are sponsoring. 

I am sponsoring required revenue schedules numbered TJC-1 through 

TJC-I 6. 

SUMMARY OF REVENUE REQUIREMENT 

2. Please summarize RUCO’s overall revenue requirement 

recommendations. 

A. As can be seen on my Schedule TJC-1, a comparison between 

the Company’s and RUCO’s recommended rate bases, operating income 

levels, and revenue increases are presented, respectively, below: 

Far West RUCO Far West RUCO 
Rate Base Rate Base Operating Income Operatinq Income 

$ 1,689,390 $ 1,197,153 $22,800,578 $16,399,350 

Far West Revenue RUCO Revenue Far West Revenue RUCO Revenue 
$’s Increase $’s Increase % Increase % Increase 

$ 3,866,046 $2,658,963 173.52% 11 9.34% 

3 
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UMMARY OF RATE BASE ADJUSTMENTS 

Please summarize RUCO’s recommended rate base adjustments. 

RUCO’s testimony addresses the following rate base adjustments: 

Rate Base Adiustment # I  (a) - Excess Plant Capacity 

This adjustment quantifies RUCO’s consultants’ excess plant capacity 

determination. The adjustment reduces gross depreciable plant 

requested by the Company in this proceeding by $10,936,720 or 30.1 

percent. The rationale for the adjustment is fully explained in the 

testimonies of Dr. Fish and Mr. Duffet. 

Rate Base Adiustment # I  (b) - Remove Accumulated Depreciation 

Related to Excess Plant Capacity 

This is a corresponding adjustment to the excess plant capacity in 

adjustment l (a)  above and removes the same 30.1 percent of 

accumulated depreciation related to excess plant capacity. The 

adjustment reduces accumulated depreciation by $1,488,666. The 

rationale for the adjustment is also fully explained in the testimonies of 

Dr. Fish and Mr. Duffet. 
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Rate Base Adiustment #l(c) - Remove AlAC and Net ClAC Related to 

Excess Plant Capacitv 

This is a corresponding adjustment to the excess plant capacity in 

adjustment l(a) earlier and removes the same 30.1 percent of AIAC, 

CIAC, and amortization of ClAC related to excess plant capacity. The 

adjustment reduces the AlAC balance as filed by the Company in the 

amount of $3,255,306. The adjustment also reduces the ClAC balance 

as filed by the Company in the amount of $519,783 and reduces the 

amortization balance of ClAC by $273,736. The rationale for the 

adjustment is also explained in the testimonies of Dr. Fish and Mr. Duffet. 

Rate Base Adiustment #2 - lntentionallv Left Blank 

Rate Base Adiustment #3 - Intentionally Left Blank 

Rate Base Adiustment #4 -Workinn Capital 

This adjustment reduces the cash working capital component of working 

capital in the amount of $454,526 primarily by excluding all non-cash 

expense items, including all cash expense items, and adjusting the 

revenue lag days in the lead/lag study as provided in the Company’s rate 

Application. 
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SUMMARY OF OPERATING INCOME ADJUSTMENTS 

a. 

4. 

Please summarize RUCO’s recommended operating income 

adjustments. 

RUCO’s testimony addresses the following operating income 

adjustments: 

Operatina Income Adiustment # I  - Depreciation Expense 

This adjustment is a companion adjustment to RUCO’s rate base 

adjustments 1 (a), 1 (b), and I (c) described earlier. The adjustment 

removes the same 30.1 percent of depreciable account balances related 

to the excess plant capacity adjustment and depreciates those plant 

balances at the Company’s proposed depreciation rates. The adjustment 

reduces the Company’s requested depreciation expense of $1,497,193 

by $451,872 to $1,045,320 on an annual going forward basis. 

Operating Income Adiustment #2 - Propertv Tax Expense 

RUCO did not make a recommended adjusted test year property tax 

expense adjustment. However, RUCO does recommend a going forward 

adjustment to increase property tax expense by $36,715, which is 

$16,667 less than the Company’s proposed increase of $53,382. This 

adjustment calculates property tax expense based on a modified Arizona 

Department of Revenue (“ADOR) formula that has been adopted by the 

Commission in a number of prior rate cases. The reason for this 
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adjustment is entirely due to the different proposed levels of the required 

increase to the gross revenue requirement between RUCO and the 

Company. 

Operatina Income Adiustment #3 - 3-Year Normalization of Repairs and 

Maintenance Expense 

This adjustment normalizes the repairs and maintenance expense over a 

3-year period for a more normal expense level on a going forward basis. 

The adjustment reduces the expense by $47,095. 

Operatinq Income Adiustment #4 - Salaries & Waqe Expense - Officers 

and Directors 

This adjustment, which is related to one of the two officers and directors 

of the Company, decreases the salaries and wages expense account by 

$54,800. An accompanying adjustment is required to reduce the payroll 

tax expense in the amount of $4,192. 

Operatinq Income Adiustment #5 - Salaries 8t Waqe Expense 

This adjustment reflects the difference between the amount of salaries 

and wage expense shown on the Company’s payroll allocation to NARUC 

Account 601 and the general ledger amount, as shown in response to 

Staff DR JA - 3.34. The adjustment decreases the Company-proposed 

level of salary and wage expense by $1,362. 
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Operating Income Adiustment #6 - Merit Pav Expense 

This adjustment allocates 50 percent of the merit pay expense to the 

shareholders to be shared 50/50 between ratepayers and shareholders. 

The adjustment decreases the Company’s adjusted Test Year expense 

by $6,620. An accompanying adjustment is also required to reduce the 

payroll tax expense in the amount of $506. 

Operatinq Income Adjustment #7 - 3-Year Normalization of Bad Debt 

Expense 

This adjustment recognizes the fact that the Company’s Test Year 

expense for bad debt reflects two years of the expense. To smooth the 

level of the expense out, it is necessary to normalize the expense over a 

three year period. The adjustment decreases the Company’s adjusted 

Test Year expense as filed by $20,450. 

Operatinq Income Adiustment #8 - lntentionallv Left Blank 

Operatinq Income Adjustment #9 - Intentionally Left Blank 

Operatinq Income Adjustment # I O  - lntentionallv Left Blank 
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Operatina Income Adiustment # I  1 - Income Tax Expense 

This adjustment reflects RUCO’s level of income taxes on its 

recommended adjusted Test Year operating income before income taxes. 

The adjustment reduces the expense by $196,750 from a negative 

$676,904 to a negative $873,655. 

U T E  BASE ADJUSTMENTS 

1. 

4. 

3. 

4. 

... 

Please address and explain the rate base adjustments made by 

RUCO in this proceeding. 

RUCO made four adjustments to the Company-proposed level of rate 

base, which are explained on the succeeding pages and in the 

testimonies of Dr. Fish and Mr. Duffet. 

Rate Base Adiustment #I (a) - Excess Plant Capacity 

Please explain RUCO’s excess plant capacity adjustment. 

Dr. Fish and Mr. Duffet explain the methodologies utilized in determining 

the excess capacity adjustment in their respective testimonies. I have 

included Schedule TJC-4(a) in my revenue requirement schedules that 

reflect the results of their excess capacity analysis and findings. 
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2. 

4. 

Q. 

4. 

What does your Schedule TJC-4(a) reflect regarding Dr. Fish and Mr. 

Duffet’s recommendations regarding excess plant capacity? 

Dr. Fish and Mr. Duffet’s review and evaluation determined that 30.1 

percent of the investment in wastewater treatment should be considered 

excess plant capacity to current Far West customers and the 30.1 

percent of excess capacity balance “could be beneficial to future Far 

West wastewater customers.” RUCO Schedule TJC-4(a) reflects that 

30.1 percent should be removed from depreciable utility plant in service 

as an excess capacity adjustment. 

What adjustment does RUCO recommend to remove the excess 

capacity from rate base that was determined by Dr. Fish and Mr. 

Duffet’s review and evaluation? 

As reflected in RUCO Schedule TJC-4(a) in column [E] on line 32, 

RUCO’s excess capacity adjustment removes 30.1 percent from the 

Company’s depreciable plant balance of $36,334,619’, which results in a 

deduction to rate base in the amount of $10,936,720. This adjustment is 

shown on RUCO Schedules TJC-2 and TJC-3 with the details on 

Schedule TJC-4(a). 

Far West’s rate Application as filed reflects gross utility plant in service of $37,751,132 less non- 
depreciable fkanchise costs of $3,076 and land and land rights of $1,413,437 that equals $36,334,619 of 
depreciable plant as filed. 
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a. 
I. 

Q. 

4. 

Q. 

Rate Base Adiustment # I  (b) - Remove Accumulated Depreciation 

Related to the Excess Plant Capacitv 

Please explain RUCO’s rate base adjustment #l(b). 

The adjustment removes the same 30.1 percent referenced in adjustment 

1 (a) above from the Company’s accumulated depreciation balance as 

filed, which was determined to be excess capacity. RUCO Schedule 

TJC-4(b) reflects the recommended adjustment. The adjustment reflects 

the findings presented by Dr. Fish and Mr. Duffet. 

What adjustment to accumulated depreciation is necessary to 

reflect the excess capacity factor of 30.1 percent? 

The Company’s rate Application as filed shows an accumulated 

depreciation balance of $4,945,733. The application of the 30.1 excess 

capacity factor produces an adjustment that decreases the accumulated 

depreciation balance by $1,488,666. This adjustment is shown on RUCO 

Schedules TJC-2 and TJC-3 with the details on Schedule TJC-4(b). 

Rate Base Adiustment #l(c) - Remove AIAC and Net ClAC Related to 

Excess Plant Capacitv 

Please explain RUCO’s rate base adjustment #I(c). 

The adjustment removes the same 30.1 percent referenced in 

adjustments above from the Company’s AIAC, CIAC, and amortization of 

ClAC balances as filed by the Company, which increases rate base and 
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was determined to be related to the excess plant capacity. RUCO 

Schedule TJC-4(c) reflects the recommended adjustment. The 

adjustment reflects the findings presented by Dr. Fish and Mr. Duffet. 

2. 

4. 

What adjustment to the Company’s AIAC, CIAC, and amortization of 

ClAC balances as filed by Far West are necessary to reflect the 

excess capacity factor of 30.1 percent? 

The Company’s rate Application as filed shows an AlAC balance of 

$10,814,970. The application of the 30.1 excess capacity factor 

produces an adjustment that decreases the AlAC balance by $3,255,306 

to $7,559,664. This adjustment is shown on RUCO Schedules TJC-2 

and TJC-3 with the details on Schedule TJC-4(c). 

For the Company’s ClAC and amortization of ClAC balances, Far West’s 

ClAC and amortization of ClAC balances as filed by the Company shows 

balances of $1,726,854 and $909,423, respectively for a net ClAC 

balance of $817,431. The application of the 30.1 excess capacity factor 

produces an adjustment that decreases the ClAC balance by $51 9,783 to 

$7,559,664. The application of the 30.1 excess capacity factor produces 

an adjustment that decreases the ClAC amortization balance by 

$273,736 to $635,687 for a net ClAC balance of $571,384. These 

adjustments are shown on RUCO Schedules TJC-2 and TJC-3 with the 

details on Schedule TJC-4(c). 
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Rate Base Adiustment #2 - lntentionallv Left Blank 

Rate Base Adiustment #3 - lntentionallv Left Blank 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Rate Base Adiustment #4 - Workinq Capital 

Did the Company include and request a working capital component 

in rate base? 

Yes. The Company included a working capital component in rate base 

that increases the rate base by $1,653,938. Far West’s working capital 

request is comprised of four separate elements. 

What are the four elements that make up the Company’s working 

capital component of rate base that increases it by $1,653,938? 

The first element is the cash working capital. The second element is 

comprised of materials and supplies. The third element is for working 

funds and special deposits, which is primarily to satisfy the covenant 

required by the industrial Development Authority bonds to maintain a 

particular bank balance at all times. Finally, the fourth element is for 

prepayments. 

Please explain the concept of working capital. 

Cash working capital is often defined as the net cash outlay that a utility 

must furnish to provide service before payment for that service is 
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received from the customers.2 A company’s cash working capital 

requirement represents the amount of cash the company must have on 

hand to cover any differences in the time period between when revenues 

are received and expenses must be paid. However, it is common for a 

Class A utility company to receive payments from the customers before 

the Company’s obligations become due to its vendors and employees in 

order for the company to provide water service to its customers. When a 

company receives payment from its customers prior to making payments 

for its obligations to creditors, a negative cash working capital would 

exist. Thus, a reduction to rate base is necessary. The most accurate 

way to measure the cash working capital requirement element of working 

capital is via a leadhag study. The lead/lag study measures the actual 

lead and lag days attributable to the individual revenues and expenses. 

Q. 

A. 

Q. 

A. 

Did the Company include a lead/lag study for calculating its cash 

working capital element in the working capital requirements? 

Yes. 

Does RUCO agree with the Company’s cash working capital request 

for $73,359? 

No. 

See Accounting for Public Utilities at Section 5.04. 
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1. 

4. 

3. 

9. 

Q. 

A. 

Did RUCO make any adjustments to the Company’s leadllag study? 

Yes. However, RUCO developed and utilized its own lead/lag study in 

determining its required cash working capital adjustments. 

Does RUCO agree with the Company’s revenue lag days? 

No. The Company calculates 9 billing lag days for the meter readers to 

read the meter and to prepare the bill for mailing to the customer. In Far 

West - Sewer Division’s case, there is no need for a meter read because 

the sewer rates are based on flat monthly charges with no need for a 

meter reader in the first place. RUCO eliminated the 9 additional billing 

lag days related to the meter reader. The Company can mail the bill on 

the last day of the service period. This billing practice could start to 

mitigate some of this Company’s terrible cash flow problems. RUCO 

would also suggest the Company also consider a billing policy change for 

its future sewer division customers to prepay the monthly service charge 

upon establishing service. This is not an unheard billing practice in the 

industry. 

Does RUCO agree with the Company’s expense leadhag days? 

Yes, with the exception of income taxes. The Company uses zero days 

for the income tax expense leadhag days. Far West receives income tax 

expense in rates from ratepayers regardless of whether or not the 

Company pays the Internal Revenue Service on an annual basis. It 
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would be inherently unfair to ratepayers not to include the proper leadhag 

days associated with income tax expense. By the Company’s own 

admission, and shown on its leadhag study schedule, the Company 

reflects positive income tax expense at its proposed level of increase to 

revenues due to this rate case. RUCO’s recommended level of revenue 

increase also projects positive income tax expense. Therefore, the 

Commission should accept such a recommendation because rates are 

being set on a going fotward basis, with positive income tax expense, 

and not on some historical basis, where negative income tax may have 

been the case at that time. 

1. 

9. 

Q. 

A. 

... 

What other element of expenses did RUCO adjust in its leadllag 

study? 

RUCO also made operating expense adjustments that are reflected in 

RUCO’s recommended leadlag expense levels on Schedules TJC-5, 

page 2. These expense adjustments are also shown on Schedules TJC- 

6, with the detail shown on Schedules TJC-7. 

Did RUCO make any other adjustments to elements in the leadllag 

study? 

Yes. 
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a. 

4. 

Q. 

A. 

Please describe the other adjustments RUCO made to the 

Company’s leadllag study elements. 

RUCO removed the Company’s inclusion of non-cash operating 

expenses such as depreciation expense and bad debt expense. The lag 

days for both of these non-cash expenses are zero because those 

accounts do not involve cash in the current year. 

RUCO also included other cash expenses excluded in the Company’s 

lead/lag study such as interest expense with the corresponding lead/lag 

days associated with this contractual cash expense as calculated in 

RUCO’s work papers. 

What is RUCO’s rationale for including the interest expense in the 

leadllag study? 

There are expressed contractual arrangements associated with Far 

West’s debt issuances that obligate the Company to make fixed interest 

payments on certain dates. In this respect, interest on debt more closely 

resembles Far West’s other cash operating expenses. Thus, the 

payment lead for the Company’s interest expense should be separately 

recognized in the leadllag calculation as the Commission has recognized 

in numerous cases. Typically, long-term debt interest is paid semi- 

annually, creating a 91.25-day expense lead. In this case, RUCO used 
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the actual payment dates for interest payments on Far West’s debt. The 

lead/lag days for interest expense resulted in 89.42 days. 

a. 

4. 

Q. 

4. 

Q. 

A. 

Did the Company utilize the 89.42 leadllag days in calculating its 

interest expense for cash working capital? 

No. The Company excluded interest expense altogether in its lead/lag 

study, which the Commission has rejected in a number of cases. 

What adjustment is RUCO recommending to the Company’s cash 

working capital requirement? 

The Company calculated a positive $73,359 cash working capital 

requirement. The following adjustment is necessary when taking all of 

RUCO’s recommendations that were mentioned earlier into 

consideration. RUCO’s cash working capital calculation results in a 

negative $381,166, which results in an adjustment of ($454,526). This 

adjustment is shown on RUCO Schedules TJC-2 and TJC-3 with the 

details on Schedule TJC-5 on pages 1-2. 

Does RUCO recommend any adjustments to the other elements (Le. 

prepayments and special deposits etc.) of working capital? 

NO. 
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IPERATING INCOME ADJUSTMENTS 

2. 

1. 

1. 

9. 

Q. 

A. 

Please address and explain the operating income adjustments that 

RUCO is recommending in this proceeding. 

RUCO recommends eight operating income adjustments to Far West’s 

operating income elements as summarized earlier in this testimony. The 

cumulative review, analysis, and adjustments made by RUCO are 

explained on the succeeding pages. 

Operatinq Income Adiustment # I  - Depreciation Expense 

Please explain RUCO’s depreciation expense adjustment. 

RUCO’s depreciation expense adjustment is solely due to RUCO’s 

consultants’ excess capacity adjustment to plant in the amount of 

$10,936,720, which was discussed in RUCO’s earlier rate base 

adjustment number l(a). The adjustment reduces the Test Year 

depreciation expense by $451,872. This adjustment is shown on RUCO 

Schedules TJC-6 and TJC-7 with the details on Schedule TJC-8. 

Operatinq Income Adiustment #2 - Property Tax Expense 

Has RUCO made an adjustment to the Company-adjusted Test Year 

level of property tax expense? 

No. However, RUCO’s proposed level of property tax expense differs 

from what the Company proposed. The reason for the difference 

between RUCO and Far West for proposed-level property tax expense is 
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solely due to the different recommended levels of gross revenue increase 

for this rate case. 

2. 

4. 

3. 

4. 

... 

What level of proposed property tax expense does RUCO 

recommend compared to the Company? 

RUCO recommends a proposed level of property tax expense in the 

amount of $36,715 on its required increase in gross revenue of 

$2,658,963 compared to the Company’s proposed property tax expense 

of $53,382 on a requested increase in gross revenue of $3,866,046. The 

proposed level of property tax expense going forward is shown on RUCO 

Schedules TJC-6 with the details on Schedule TJC-9. 

Operating Income Adiustment #3 - Repairs & Maintenance Expense 

Please explain RUCO’s adjustment to repairs and maintenance 

expense. 

Compared to the previous two year historical period, the Test Year 

expense for repairs and maintenance appeared abnormally high on a 

going forward basis considering the $25 Million of newly constructed 

treatment plant over the past few years. RUCO normalized the expense 

over a three-year period of 2009-201 1 to obtain a more normalized level 

of expense on a going forward basis. 

20 



e 
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

0 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

0 22 
23 

birect Testimony of Timothy J. Coley 
‘ar West Water & Sewer, Inc., - Sewer Division 
bocket No. WS-03478A-I 2-0307 

2. 

i. 

a. 

9. 

What adjustment is necessary to account for RUCO’s three-year 

normalization for the repairs and maintenance expense? 

The adjustment to account for the three-year normalization of the 

expense reduces the Company’s adjusted test year expense by $47,095 

from $181,981 to $134,887. This adjustment is shown on RUCO 

Schedules TJC-6 and TJC-7 with the details on Schedule TJC-IO. 

Operating Income Adiustment #4 - Salaries & Waqe Expense - Officers 

and Directors 

Please explain RUCO’s adjustment to salaries and wage expense for 

officers and directors. 

In its application the Company asserted Far West Water & Sewer paid 

each of its two officers/directors $68,500 each for a total of $137,000 

based on full time employment. The Company allocated the salary 

equally between its water and sewer divisions. In discovery, in response 

to Staff DR GWB 6.3, the Company admitted that one of the two 

officers/directors of Far West estimated she “works 250 hours per year 

performing Far West executive duties” or stated differently 125 hours for 

each division. Because the Company’s application was based on each 

officeddirector working 1,040 hours for the sewer division. This seems to 

be exorbitant for a Company in such financial distress. The payroll 

register lists 1,040 hours being allocated to the sewer division for each 

officer and director. The 125 estimated hours devoted to the sewer 
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division as stated in response to Staff DR GWB 6.3 requires a fair, just, 

and reasonable adjustment considering the facts. 

2. 

4. 

Q. 

4. 

What adjustment does RUCO find to be fair, just, and reasonable for 

both the shareholders and ratepayers in this instance? 

Since 125 estimated hours worked for Far West Sewer represents 

approximately 12 percent of the 1,040 hours reflected in the payroll 

register, RUCO believes that a 20 percent allowance of the allocated 

salary of $68,500 is a fair, just, and reasonable adjustment. The 

adjustment removes $54,800 from the test year expense. 

An accompanying adjustment to payroll tax expense is necessary to 

complete this adjustment. RUCO removed $4,192 from the taxes other 

than income expense account to complete the adjustment. This 

adjustment is shown on RUCO Schedules TJC-6 and TJC-7 with the 

details on Schedule TJC-11. 

Operatina Income Adiustment #5 - Salaries & Waqe Expense 

Please explain RUCO's second adjustment to salaries and wage 

expense. 

During the discovery phase in this case, the Company responded to Staff 

DR JA 3.34 and provided a payroll register showing the total salaries and 

wage expense for the test year being $1,362 less than what was shown 
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in the general ledger and as filed in the rate Application. RUCO’s 

adjustment simply removes the $1,362 of what appears to be an 

overstatement for salaries and wage expense as filed. This adjustment is 

shown on RUCO Schedules TJC-6 and TJC-7 with the details on 

Schedule TJC-12. 

2. 

4. 

... 

Operatinq Income Adiustment #6 - Salary & Waqe Exp. - Merit Pay 

Please explain RUCO’s third adjustment to salaries and wage 

expense. 

During the discovery phase in this case, the Company responded to Staff 

DR JA 3.35 and provided a payroll type schedule showing total salaries 

and wage expense increased 44.7 percent from 2010 to 2011. Some of 

the 44.7 percent increase was due to merit increases for eight employees 

in 201 0 and five employees in 201 1. If any of those employees were still 

with the Company at the end of the Test Year but were not promoted to a 

higher paying position, RUCO removed 50 percent of the merit pay 

increases and shifted that cost to the shareholders in order to not be 

entirely borne by the ratepayers. This adjustment provides a fair and 

reasonable balancing of the interests between the ratepayers and 

shareholders. 
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2. 

4. 

Q. 

A. 

Please explain why a 50 percent allocation to shareholders is 

appropriate in this case for a merit compensation program. 

Generally, achievement/incentive/merit pay programs can provide 

benefits to both shareholders and ratepayers. The shareholders stand to 

gain from potential cost savings while the ratepayers may benefit through 

superior customer service for example. The adjustment essentially 

provides an equal sharing of such costs and the potential benefits that 

may be derived from the program(s). This provides an appropriate 

balance between the shareholders and ratepayers for the benefits 

achieved. The shareholders stand to benefit as much as the ratepayer 

does. Therefore, an equal sharing of the costs is appropriate. There is 

no certainty that the same level of costs will reoccur on a going forward 

basis as the new rates will have some of the burden placed equally on 

both the shareholders and ratepayers. 

Has the Commission in the past ordered an equal sharing between 

the shareholders and ratepayers of such costs? 

Yes. In numerous Commission  decision^,^ the Commission has ordered 

a 50/50 sharing of incentive pay programs and provides for a fair and 

reasonable balancing of the interests between the ratepayers and 

shareholders. 

See Decision No. 7001 1 at 27, Decision No. 70360 at 21, Decision No. 68487 at 18, Decision 3 

No. 70665 at 16, and Decision No. 71 623 at 31. 
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1. 

I. 

Q. 

A. 

What adjustments is RUCO recommending in order to share these 

costs in a manner that balances the interests between ratepayers 

and shareholders? 

RUCO recommends allocating 50 percent of the merit pay costs to the 

shareholders. RUCO recommends the removal of $6,620 of 2010 and 

201 1 Test Year merit pay increases. 

An accompanying adjustment for the payroll tax expense is necessary to 

complete this adjustment. RUCO recommends the removal of $506 from 

the taxes other than income account. These adjustments are shown on 

RUCO Schedules TJC-6 and TJC-7 with the details on Schedule TJC-13. 

Operatinq Income Adiustment #7 - Bad Debt Expense 

Please explain RUCO’s adjustment to bad debt expense. 

The Company lists bad debt expense of $33,490 for the 2011 Test Year. 

In response to Staff DR GWB 5.8, the Company admitted that the bad 

debt expense booked for 2011 was a combination of bad debt expense 

from both 2010 and 2011 or two-years of bad debt expense. The 

Company explains that they were implementing new software in 2010 

and did not compile bad debt expense. In response to the same data 

request, the Company also admitted bad debt expense for 2009 was 

$5,630. RUCO normalized the expense for 2009-201 1 and determined 
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that the normalized bad debt expense is $13,039.88. Accordingly, RUCO 

made a downward adjustment to address this issue. 

1. 

9. 

What downward adjustment is necessary to recognize the Test Year 

bad debt expense included two-years of the expense and to 

normalize the expense over a three-year period of 2009 through 

2011? 

It was necessary to reduce the test year bad debt expense as filed by Far 

West by $20,450 to recognize the Test Year bad debt expense included 

two-years of the expense and to normalize the expense over a three-year 

period of 2009 through 2011. This adjustment is shown on RUCO 

Schedules TJC-6 and TJC-7 with the details on Schedule TJC-14 

Operatinq Income Adiustment #8 - Intentionally Left Blank 

Operating Income Adiustment #9 - Intentionally Left Blank 

Operating Income Adiustment # I  0 - lntentionallv Left Blank 
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2. 

\. 

2. 

4. 

Operating Income Adiustment #I 1 - Income Tax Expense 

Have you calculated income tax expense based on both RUCO’s 

recommended adjusted Test Year operating income and on the 

operating income that includes RUCO’s recommended revenue 

increase on a going forward basis? 

Yes. These adjustments for RUCO’s adjusted operating income and the 

recommended operating income that includes RUCO’s recommended 

revenue increase are shown on Schedules TJC-6 with the details shown 

on TJC-1 on page 2. 

Have you included an interest synchronization calculation in your 

computation of income tax expense? 

Yes. The interest synchronization calculation, which computes an 

interest expense deduction for income tax expense, can be viewed in the 

same schedules noted above. The interest synchronization calculation is 

the adjusted rate base multiplied by the weighted cost of debt. The 

income tax gross up revenue conversion factor includes an element for 

the increase in property taxes due to RUCO’s recommended level of 

increased revenues. The synchronized interest calculation is shown on 

TJC-1 on page 2. 
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DTHER ISSUES 

1. 

1. 

a. 

4. 

P. 

4. 

Please summarize any other issues RUCO has pertaining to the 

Company’s Application. 

It is worth noting that Far West’s response to Staff DR GWB 5.8 

pertaining to the bad debt expense will change the uncollectible factor in 

the gross revenue conversion calculation. This should be revised in its 

rebuttal filing to 5 8  percent rather than 1 .I 519 percent. 

RUCO reserves the right to modify its position for any reason, including 

the production of any additional evidence, which would warrant RUCO’s 

reconsideration of its current position. 

Does your silence on any of the issues, matters or findings 

addressed in the testimony of any of the witnesses for Far West 

constitute your acceptance of their positions on such issues, 

matters, or findings? 

No, it does not. 

Does this conclude your direct testimony on Far West Water & 

Sewer, Inc.? 

Yes, it does. 
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APPENDIX I 

Qualifications of Timothy J. Coley 

WORK HISTORY 

July 2000 - Present: RESIDENTIAL UTILITY CONSUMER OFFICE, Phoenix, Arizona 
Public Utilities Analyst V. The Residential Utility Consumer Office (RUCO) is a 
consumer advocate group providing residential consumers a voice in utility regulation and 
backed by a professional staff with legal and financial expertise. Responsibilities include: 
audited, reviewed and analyzed public utility companies various filings; prepared written 
testimony, schedules, financial statements, and spreadsheet models and analyses. 
Testified and stand cross-examination before the Arizona Corporation Commission. 

January 2000 - April 2000: JACKSON HEWllT TAX SERVICE, Phoenix, Arizona 
Tax Preparer. Interviewed clients, determined tax situation, and explained how the tax 
laws benefited them in their specific situation. Ensured that each customer received 
every deduction that they were entitled. Prepared individual and business income tax 
returns, which best utilized each specific situation that minimized their tax obligations. 

May 1998 - November 1999: BENEFITS CONSULTING, Cypress, Texas 
Consultant Assistant. The consulting firm specialized in alleged medical claim charges 
brought against the government of Harris County in Houston, Texas. Assisted in the 
review, examination, and analysis of the attested charges. Determined if the purported 
medical claim charges were prudent, customary, and reasonable for the alleged 
sustained injuries. The firm analyzed cases for both the County's Risk Department and 
Attorneys Office. 

January 1992 - April 1998: PHOENIX SERVICES, Villa Rica, Georgia 
Owner. Provided landscaping services primarily in a high growth gated community where 
the Property Owners' Association approved mandated ordinances to be strictly adhered 
and abided by. Coordinated and supervised all aspects of projects from inception to 
completion, from master planning to site design to installation. 

May 1989 - October 1991: GEORGIA PUBLIC SERVICE COMMISSION, Atlanta, GA 
Senior Auditor. The Public Service Commission (PSC) was responsible for regulating 
many intrastate telecommunications, electric, and gas utility industries operating in 
Georgia. It was the PSC's job to ensure that consumers received adequate and reliable 
service at reasonable rates. It must also assure the utility companies and investors an 
opportunity to earn a fair rate of return on prudent investments. The Commission 
participated significantly in Georgia's economic health and growth. I was promoted to the 
PSC's ElectridGas Division where I examined, verified, and analyzed various financial 
documents, accounting records, reports, ledgers, and statements. In addition, I was 
assigned to automate the PSG's Electric Division where I utilized a computer application 
process that I had developed earlier while with the (PSC) Telecommunication Division. I 
was later ascribed to work in conjunction with the Engineering Department and 
established a procedure to track and compare costs of operation and maintenance 
(O&M) expenses of nuclear electric generating plants. This effort determined a 
comparative price per kilowatt-hour produced that influenced the awareness for the 
company to control the QBM costs, which benefited the consumer through lower prices. 

0 

0 

Developed computer application system that streamlined audit procedures by 30 - 410%. 
Various other schedules were implemented to track, maintain, and control costs. 



TIMOTHY J. COLEY (Page 2) 

GEORGIA PUBLIC SERVICE COMMISSION (continued) 

November 1986 - April 1989: Georgia Public Service Commission, Atlanta, Georgia 
Auditor. Regulated telecommunications and also oversaw the deregulation process that 
was currently under way in that industry. Examined and analyzed accounting records to 
determine financial status of companies and prepared financial reports concerning audit 
findings. Reviewed data including payroll, time sheets, purchase vouchers, cash receipt 
ledgers, financial reports, and disbursements. Verified statewide telephone company 
transaction classifications and documentation. 

0 Developed computer application utilizing Lotus to completely automate and 
streamline the entire telecommunication audit process. The results saved 25% in field 
audit time and produced a product of professional appearance. 
Created, coordinated, and implemented "Operational Project Training" automated 
procedure-training program. Trained and supervised staff of five auditors. 
Computerized "Desk Audit Analysis" program that identified 1 1 independent 
telephone companies in the state of over-earning and resulted in $4.1 M annual 
savings to the Georgia ratepayers affected. 

October 1985 - October 1986: Georgia Public Service Commission, Atlanta, Georgia 
Junior Auditor. Assisted in planning and performing telecommunication audit 
engagements. Examined financial records, internal management control, 
correspondence, bills, and records of services delivered in order to verify or recommend 
compliance with company specifications contained in contracts, agreements, regulations, 
and/or laws. 
a As a special project, I was assigned to analyze the results of a survey designed to 

evaluate "Interest in Organizing a Multi-State Nuclear Management Review Group" 
by the Director of Utilities. Wrote the draft and findings for the speech that was 
presented to all participatory commissions. 

PROFESSIONAL MEMBERSHIPS 

0 

Elected Member of the National Honor Society for Public Affairs and Administration. 
Active Member of Delta Sigma Pi - Professional Business Fraternity. 

SBEC1AL TRAINING AND CERTIFICATES 
e The Graduate School of Business Administration - Michigan State University; 

completed the Annual Regulatory Studies Program of the National Association of 
Regulatory Utility Commissioners. 
Completed Graduate Exit Paper on "Deregulation of the Electric Industry". 
Attended Eastern Utility Rate School in 2000 and 2005. 

0 

EDUCATION 
e 

m 

o 

Currently enrolled at Arizona State University -West in the Post Baccalaureate 
Graduate Certificate Program in Accountancy with two courses remaining. 
Master of Public Administration, State University of West Georgia, 1997, GPA 3.5. 
BS Business Management & Administration, Minor in Economics, Sorrel School of 
Business, Troy State University, 1985. 
M Business Administration, Miles Community College, 1981. 



a RESUME OF PUBLIC UTILITY RATE CASES & AUDITS PARTICIPATION 

Residential Utility Consumer Office For Years 2000 To Present 

Arizona-American Water Company - Docket No. WS-01303A-05-0405 

Arizona Public Service Co. - Docket No. E-01345A-03-0437 

Tucson Electric Power Company - Docket No. E-01 933A-04-0408 

UniSource Merger - Docket No. E-04230A-03-0933 

Arizona-American Water Company - Docket No. WS-01303A-02-0867 

Arizona Water Company (Eastern Group) - Docket No. WO1445A-02-0619 

Litchfield Park Service Company - Docket NOS. W-O1427A-01-0487 & 
SW-01428A-01-0487 

Arizona Water Company (Northern Group) - Docket No. W-01445A-00-0%2 

Rio Verde Utilities, 1nc. - Docket Nos. W-024%6A-O0-0321 & 
a 

SW-02 156A-00-0323 

Arizona-American Water Company (Paradise Valley) - 
Docket Nos. W-01303A-05-0405 & 

W-01303A-05-09% 0 

Arizona-American Water Company (Mohave District) - 
Docket NO. WS-01303A-06-0014 

Arizona-American Water Company (Sun City & Sun Cit West Wastewater) - 
Docket NO. WS-01303A-06-0491 

Arizona-American Water Company - Docket No. W-01303A-07-0209 

Chaparral City Wat P Company - Docket NO. W-Q2113A-07-0551 

Arizona-American Water Company - Docket No. W-01303A-08-0227 



0 Residential Utilitv Consumer Office For Years 2000 To Present (cont’d) 

Arizona Water Company - Docket No. W-01445A-08-0440 

Far West Water & Sewer Company - WS-03478A-08-0608 

Rio Rico Utilities, Inc. - WS-02676A-08-09-0257 

Bella Vista Water Company - Docket No. W-024658-09-0411 

Goodman Water Company - Docket No. W-02500A-10-0382 

Arizona Water Company - Western Group - Docket No. W-01445A-10-0519 

Pima Utility Company - Docket No. W-02199A-11-0329 et al. 

Rio Rico Utilities, lnc. - WS-02676A-12-0196 



- 
Georgia Public Service Commission For Years 1985 - I991 

Atlanta Gas Light Company 

Georgia Power Company 

Atlanta Gas Light Company (Management Audit) 

Georgia Power Company 

Trenton Telephone Company 

Fairmount Telephone Company 

Ellijay Telephone Company 

GTE, Inc. 

ALL-TEL Telephone Company 

Citizens Utilities Co. 

Ball Ground Telephone Company 
a 

Lanett Telephone Company 

Brantley Telephone Company 

Blue Ridge Telephone Company 

Waverly Hall Telephone Company 

St. Marys Telephone Company 

Barien Telephone Company 

Statesboro Telephone Company 

Statesboro Telephone Co-op 

Wilkes Telephone Company 
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Wastewater Division 
Direct Schedules 
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RATE BASE ADJUSTMENT NO. l(a) - RUCO RECOMMENDED EXCESS PLANT CAPACIWADJUSTMENT 

RATE BASE ADJUSTMENT NO. l(b) - RUCO RECOMMENDED EXCESS CAPACITY ACCUMULATED DEPRECIATION ADJUSTMENT 

RATE BASE ADJUSTMENT NO. I(c) - RUCO RECOMMENDED EXCESS CAPACITY AlAC & ClAC ADJUSTMENT 

RATE BASE ADJUSTMENT NO. 2 - INTENTIONALLY LEFT BLANK 

RATE BASE ADJUSTMENT NO. 3 - INTENTIONALLY LEFT BLANK 

RATE BASE ADJUSTMENT NO. 4 - WORKING CAPITAL 

OPERATING INCOME SUMMARY 

SUMMARY OF OPERATING INCOME ADJUSTMENTS 

OPERATING INCOME ADJUSTMENT NO, 1 - DEPRECIATION EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 2 - PROPERTY TAX WPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 3 - REPAIRS & MAINTENANCE WPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 4 - SALARIES &WAGE EXPENSE - OFFICERS & DIRECTORS ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 5 - SALARIES &WAGE EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 6 - MERIT PAY EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 7 - BAD DEBT EXPENSE ADJUSTMENT 

OPERATING INCOME ADJUSTMENT NO. 8 - INTENTIONALLY LEFT BLANK 

OPERATING INCOME ADJUSTMENT NO. 9 - INTENTIONALLY LEFT BLANK 

OPERATING INCOME ADJUSTMENT NO. 10 - INTENTIONALLY LEFT BLANK 

OPERATING INCOME ADJUSTMENT NO. 11 - INCOME TAX EXPENSE ADJUSTMENT 

COST OF CAPITAL - WAR TESTIMONY 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
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Wastewater Division 
Direct Schedule TJC-1 
Page 1 of 2 

[AI PI 
COMPANY RUCO 

LINE OCRB/FVRB OCRBIFVRB 
NO. DESCRIPTION COST COST 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Adjusted Original CostlFair Value Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 / L1) 

Required Operating Income (L5 X L1) 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency (L4 - L2) 

Gross Revenue Conversion Factor (TJC-1, Page 2) 

Required Increase in Gross Revenue Requirement (L7 X L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Percentage Increase in Revenue (L8 / L9) 

Rate of Return on Common Equity 

$ 22,800,578 

$ (1,187,812) 

-5.21% 

$ 1,689,390 

7.409% 

$ 2,877,202 

1.3437 

$ 3,866,046 1 
$ 2,227,982 

$ 6,094,028 

173.52% 

10.00% 

$ 16,399,350 

$ (404,164) 

-2.46% 

$ 1,197,153 

7.300% 

$ 1,601,317 

1.6605 

$ 2,227,982 

$ 4,886,944 

119.34% 

9.25% 

References: 
Column [A]: Company Schedules A-1 and C-1 
Column [B]: WUCO Schedule TJC-2, TJC-6, and TJC-16 
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Wastewater Division 
Direct Schedule TJC-1 
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LINE 
- NO. 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 

12 
13 
14 
15 
16 
17 

DESCRIPTION 

GROSS REVENUE CONVERSION FACTOR 

[AI 

Calculation of Gloss Revenue Conversion Factor 
Revenue 
Uncolledble Factw 
Revenues (L1 - U) 
Combined Federal and State Income Tax and Property Tax Rate (Line 23) 
Subtotal (L3 - L4) 
Revenue Converslon Factor (Ll I L5) 

Unity 
Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8) 
Uncollectible Rate 
Uncollectible Factor (L9* L10) 

Operating Income Before Taxes (Arizona Taxable Income) 
Arizona State Income Tax Rate 
Federal Taxable Income (LIZ - L13) 
Applicable Federal Income Tax Rate (Cd. [C]. L53) 
Effedive Federal Income Tax Rate (L14 x L15) 
Combined Federal and State Income Tax Rate (L13 + L16) 

Calculation of Eflecb've f'fumrfv Tax Factor 

C p r  

c-: 

18 Unity 
19 Combined Federal and SIate fncome Tax Rate (Col. [E11. Ll7) 
20 One Minus Combined lncume Tax Rate (LlBC19) 
21 Pmperty Tax Factor (Sa. TJC-9, Col. [el. L24) 
22 Effective Propelty Tax Factor ( D O  x L21) 
23 Combined Federal and State Income Tax and Property Tax Rate (Col. [B], L17 + L22) 

24 Required Operating Income (Sch. TJC-1. Col. [B] Line 4) 
25 Adjusted Test Year OparatkIg lnwme (Loss) ( S h .  TJC-1, Col. [Bl. L2) 
26 Required I-se in Operating Income (L24 - US) 

27 Income Taxes on Reawnmended Revenue (Cd. [q. L52) 
28 Income Taxes on Tesl Year Revenue (Col. [A]. L52) 
29 Required Increase in Revenue to Provide fur Income Taxes (U7 - L28) 

30 Recommended Revenue Requirement (Sch. TJC-1. Cd. [e], Line IO)  
31 Uncollectible Rate (LIO) 
32 Uncolllectible Expense on Recommended Revenue (L30 x L31) 
33 Adjusted Test Year Uncollectible Expense(Sch. TJC-6. Col. [C]. L32) 
34 Required Increase in Revenue to Provide fur Uncollectible Exp. ( L a  - L33) 

35 Property Tax with Recommended Revenue (Sch. TJC-9. Col. [Bl, L19) 
36 Property Tax on Test Year Revenue (Sch. TJCQ. Col. 14. E O )  
37 Inmase in Property Tax Due to Increase in Revenue (L35 - 36) 
38 Total Required Increase in Revenue (col. [el. LZ6 + Yg + L34 + L37) 

Calwlation of Income Tax: 
39 Revenue (Sch. TJC-1. Col. [SI. Line 9 8 Sch. TJC-1. Col. (4. LIO) 
40 Operating Expenses Exduding l n m  Taxes 
41 Synchronized Interest (Col. IC], L57) 
42 Arizona TaxaMe Income (L39 - L40 - L41) 
43 Arizona State Income Tax Rate 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable l n m  (L42 - L44) 
46 Federal Tax on First Income Bradre1 ($1 - $50,000) Q 15% 
47 Federal Tax on Second Income Bracket ($5'l.001- $75.000) Q 25% 
48 ~ederal Tax on mird Income ~rad ie t  ($75.001 - $4 00.000) 0 34% 
49 Federal Tax on Fourth Income Bracket ($100,001 - $335.000) @ 39% 
50 Federal Tax on Fifth Income Bracket ($335,001 -$4O,KO,OfB) Q 34% 
51 Total Federal Income Tax 
52 Combined Federal and Staie I m  Tax (L44 + L51) 

53 Applicable Federal IncOme Tax Rate [Col. [Cl. L46 - Cd. [A], L48] /[Col. [C]. L40 - Col. [A], L40) 

100.oooo% 
0.3595% 

99.6405% 
39.4171% 
60.2234% 
1.660485 

lOo.OO00% 
38.5689% 
61.4311% 
1.3808% 

0.8482% 
39.4171% 

s 1,197,153 
(404,1641 

s 1,601.317 

s 131.714 
(673,6551 

1,005,369 

s 4,886,944 
0.5853% 

5 28.602 
$ 13,040 

15.562 

s 132,443 
95.728 

36,715 
-2,658,963 

Test 
Year 

s 2.227.982 t 
s 3,505,801 
s 985.601 
5 (2263,420) 

6.9680% 
s (157,7151 
$ (2,105,705) 
s (7.500) 
s (6.250) 
s (ww s (91.=0) 
s (602.040) s (715,9401 
s (673.6551 

[Dl 

RUCO 
Recommended 

2,658.963 $ 4,886,944 
s 3.558.078 
$ '985:604 
5 343,266 

6.-% 
s 23.919 
5 319.347 
5 7,500 s 6.250 
s 8,500 s 85,545 
s 
$ 107,795 
$ 1 -  

33.9677% 

54 Svnchronized Interest Calculation 
55 RateBase $ 16,399.350 

6.04% 
$ 985.601 
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RATE BASE - ORIGINAL COST 

Wastewater Division 
Direct Schedule TJC-2 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

- 

21 

02223 

[AI PI [CI 
COMPANY RUCO RUCO 
AS FILED OCRBlFVRB ADJ'TED 

DESCRIPTION OCRBIFVRB ADJUSTMENTS OCRBIFVRB 

Gross Utility Plant in Service $ 37,751,132 $ (10,936,720) $ 26,814,412 

Less: 
Accumulated Depreciation (4,945,733) 1,488,666 (3,457,068) 

Net Utility Plant in Service (L1 less L4) $ 32,805,399 $ (9,448,055) $ 23,357,344 

Advances in Aid of Construction (10,814,970) 3,255,306 (7,559,664) 

Contributions in Aid of Construction (CIAC) 
Accumulated Amortization of ClAC 

Net ClAC (LlO less L l l )  

Customer Deposits 
Accumulated Deferred Income Taxes (ADIT) 

Add: 
Allowance for Working Capital 

(1,726,854) 519,783 (1,207,071) 
909,423 (273,736) 635,687 

$ (817,431) $ 246,047 $ (571,384) 

(26,359) (26,359) 

$ 1,653,938 $ (454,526) $ 1,199,412 

Net Regulatory Asset I (Liability) 

TOTAL RATE BASE (Sum b's 9,10,13, & 14 Thru 18) $ 22,800,578 $ (6,401,228) $ 96,399,350 

References: 
Column (A): Company Schedule El 
Column (B): Schedule TJC3 
Column (C): Column (A) + Column (B) 





Far West Water 6 Sewer. Inc. 
Docket No. wsO3478A-12-0307 
~&YenrEndedDemrnber31,2011 a RATE BASE ADJUSTMENT NO. 11.) 

RUCO RECOMMENDED USED AND USEFUL PLANT IN SERVICE 

1.4 
Company 

NARUC Actual Test Year 
LINE ACCT Plant Booked 
NO. NO. DESCRIPTION 12131R011 -- 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
26 
29 
30 
31 

32 

351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 
390.1 
391 
392 
393 
394 
395 
396 
397 
398 

OrganhatiDn Cod 
Franchise Cosl 
Land and Land Rights 
struduns 6 lrnpmvenmnts 
Powr Generaling Equipmen1 
Colledion Sewers - Fona 
Collodion Sewers - Gravity 
Special ColWng Struduns 
sevicer Lo C U S ~  
Flow Measuring Dsviws 
Flow Measuring Installations 
Reuse !%tviwa 
Reuse Mebn and Meter lnstnllsfionr 
Receiving Wells 
Pumping Equipment 
Reuse Disbiknion Resdora 
Reuse Transmission and Dirrt Sya. 
Tmabwnt and Disposal Equimnt  
Plant Sswsn 
outlsllsswsrunar 
Om- Plan1 and M i a  Equipmsnt 
Omw Furnbm 6 Equipment 
Cornputen 6 Softwan 
Transportation E q m  
Stonr Equipment 
Tools, Shop 6 Gmgo Equipment 
LaboratDry Equipmsnt 
Power Cparated Equipment 
Comnunicnfiw Equipnwn( 
MbmIIamua Equipment 
othsr TangW Plant 

Totals 

s 
3.076 

1,560,847 
2,633,622 
68.993 

3,705,476 
8,749.140 

173.621 
32.468 
16.683 

2,310 
92.784 

1,496,705 

21,650,302 
736.542 
2.258 

418,687 
257,292 
30,027 
271.810 

27,069 
33,710 
181.667 
17,191 

20434  
238,828 

5 42805.611 

CompmnyAaFUSd 

R U M  ~ u s l r n a n l -  lnmue I (Daawas) in Plant 

company 
Book 

Adjustnmnts 

I 

(147,410) 
(im.140) 

(201.148) 
(21.563) 

(16,292) 

(68.153) 

s (4,854,479) 

RshnnceC 
column 14 Par Compny Schedule 6.2. pago 2 on Una 37 ~ Actual End ol Tcul Year W e d  Plant BaIanws 
cdvrm pl P u  canp.nY schsdule 52. pago 2 on IJIN 42 - Incnua I ( B c m a ~ )  In Pknt in S e ~ w  
Column IC] Pn C0rrp.w Schedule 5 2 .  pago 2 on Urn 37 - AdjurM End olTest Y e w  Plant B.lanmr 
Cdum ID] Par RUCO 
Column I€) column IC] X ID] wim ma w o n  ol NacDepmaaMa Accounb 351,352. and 353 
cdunn [Fj cdwnn IC] - 19 - R U M  R.commded Piant B.lanma 

T h w a  Fish Tosbmony 

IC1 
Company 
Adjusted 

Plant in Setvia 
As Filed 

s 
3,076 

1,413,437 
2,477,482 
68,993 

3,504,328 
8.727.5n 

173,621 
32,468 
16,683 

2.310 
74.227 

1,395,638 

17,685,412 
623,671 
1.805 

394.141 
254;572 
11.356 
271.810 

27.069 
17,416 
181.667 
17,191 
136,351 
238,828 

S 37,751.132 

PI 
RUCO 

Exwru  cap^ 
Penantage 
Adjusbnant 

30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 

Wastewater Dwision 
Dired Schedule TJW(a) 

19 
RUCO 

19 

RUCO Recommended 
Exceu Capacily Plant in SeMw 

Adjustment Balances 

s - t  
3,076 

1,413,437 
745,722 1,731,760 
20,767 48.2% 

1,054,803 2,449,525 
2,627,001 6,100,576 

52.260 121.381 
si773 22.695 
5,022 11.652 

695 1,615 
22.342 51.885 
420.087 975.551 

5.523.306 12,362,103 
187,725 435.846 

543 1.281 
118.637 275,505 
76,626 177.846 
3,418 7.938 
81.815 189,995 

6.148 18,921 
5,243 12.175 
54,682 126.985 
5,174 12,016 
41.042 95.309 
71.887 166,941 

t 10.936.720 t 26,814,412 

39,757,132 



Far west Water 6 Sewer. kc. 
Dockel No. wso347BA-12-0307 
TestYearEndedDeclrmbw31.2011 a RATE BASE ADJUSTMENT NO. l(b) 

RUCO RECOMMENDED ACCUMULATED DEPRECIATION 

Wastwter  Division 
Dired Schedule TJG4@) 

IF1 
R U M  

1 4  IBI IC1 [Dl IEl 
RUCO cmPW Company 

NARUC Actual Test Year Company Armmulaled Excess CepaciIy RUCO Rawmmelxbd 
UNE ACCT Armm Lmp. Book Detpndation Permnls~8 ExcessCapcity Armm.Lmp. 
NO. NO. DESCRIPTION 1m1i2011 AdjUStKMlS As Filed Adjuslmafll Adjustment Balances -- 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
28 
27 
28 
28 
XI 
31 

32 

351 
352 
355 
354 
355 
380 
361 
362 
363 
364 
365 
368 
367 
370 
37 1 
374 
375 
3M) 
381 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
3% 
397 
398 

Organization Cost 
Franchise Cod 
Land and Land Rightl 
sbuctum a Impmvemenls 
Power Gemrating Equipment 
Collection Sewan - Forcs 
Collsction sowws ~ GraW 
special Colleding Sbudurar 
Seviosr la C U S b r n  
Row Measurinp Devices 
Flow Measuring lnstsllslionr 
Reuse Serviws 
Reuse Meden and MeIer Installations 
Receiving Wdlr 
Pumping Equipment 
Reuse Dirtributnn Raswion 
Raure TNlrmi.sion and D*1. Sys. 
T r d m n l  and Disposal Equipment 
Plant .sewws 
Outfall Sewr Liner 
Olher Plant and Mi= Equipment 
Omce Furniturn 6 Equipment 
CotnpWs 6 SDmwera 
Transprlalion Equipnaa 
SIom Equipment 
Tools. Shop 6 Garasp E q u i p r d  
LsbontoF, Equipment 
Pmsr OperaI6d Equipmen1 
Communications Equipment 
M- S EqdpnwnI 
Other Tangible Planl 

Totdr 

138.113 
1,725 

181.585 
1,723,051 

8,395 

13,766 

96 
1 . M  

397.023 

29,877 

3.825.791 
27.488 

36 
45,316 
31,463 
25,306 

125.372 

3,124 
21,263 
23,457 

1,182 
137.179 
107,473 

t 

(3.697) 
2,591 
2.918 

(Jw) 
44,393 

(1,741,708) 
(8.302) 

(6) 
(3034)  
(4279) 

(21.597) 
68.655 

(20.489) 

(87,714) 

t 

51 270 
1,725 

154,126 
1,712,487 

4,698 
32.468 
16,683 

m 
1,237 

442,217 

2,084,083 
19,188 
M 

15,012 
27.184 
3,709 

194.028 

3,124 
793 

23,457 
1,182 

49,465 
107,473 

t 6.870.429 t (1.924.8m) t 4.945.733 

cwnp.y As Filed 

RUCO Adjusbmnt - (Incnw) I Demnre in Amrmulltsd bpe ia t i on  

Rofaranms: 
Column 14: Per Company Schedule 52, pap 3 on Lin6 37 - Actual End of T& Year Booked Accumulated bpreciSon Balancer 
Column p]: F’w Company -dub 5 2 .  p.p 3 on Line 42 - Increase I ( b a s e )  in ArmmlaIed DepnciaSon 
column IC]: PerComp.9 Sdwdub 5 2 ,  pap 3 on Una 37 - A d j d  End of Ted Year Accumukd Detpndslion B e l a m  
C d u m  PI: F’w R U M  VIlitnSu Thomas Fish Tealimo9 
column E: Column IC1 X [Dl WHh (hs Excupljon d N w D e W  Aamunir 351,352. and 353 
Column 19: Cdwnn IC] - W - R U M  R a w m n d e d  Aaumulated Depnciation Bakncsr 

30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1 % 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 

5 - t  

15,432 
519 

46,392 
515,459 

35.837 
120s 

107,734 
1,197,028 

9;773 
5,022 

29 
372 

133,107 

627.308 1 
5.775 

9 
4,519 
8,182 
1,117 

58,402 

940 
239 

1.414 3,284 
22,695 
11,662 

67 
865 

309.109 

I ,456,774 
13,411 

21 
10,493 
19,M)l 
2,593 

135,625 

2.184 
554 

7,061 16,397 
356 826 

14.889 34.576 
32,349 75,123 

s 1,488.668 S 3,457,067 

4,945,733 

D 1,488,666 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

Wastewater Division 
Direct Schedule TJC4(c) 
Page 1 of 1 

RATE BASE ADJUSTMENT NO. l(c) 
REMOVE 30.1% OF AIAC AND NET ClAC FOR EXCESS CAPACITY FACTOR 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

DescriDtion 

Advances in Aid of Construction (AIAC) As Filed by Company 
Excess Capacity Factor 

RUCO Adjustment 

Contributions in Aid of Construction (CIAC) As Filed by Company 
Excess Capacity Factor 

RUCO Adjustment 

Accumulated Amortization of ClAC As Filed by Company 
Excess Capacity Factor 

RUCO Adjustment 

Total RUCO Adjustment 

Amount 

$ (10,814,970) 
30.1% 

$ 3,255,306 

$ (1,726,854) 
30.1% 

$ 519,783 

$ 909,423 
30.1% 

$ (273,736) 



Far West Water 8 Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31.2011 

RATE BASE ADJUSTMENT NO. 5 
ALLOWANCE FOR WORKING CAPITAL 

[AI 
LINE 
NO. DESCRIPTION AMOUNT - 
1 
2 
3 

4 
5 
6 

7 
8 
9 

10 
11 
12 

13 

Working Cash Requirement Per Company 
Working Cash Requirement Per RUCO 
Adjustment 

Material and Supplies Inventories Per Company 
Material and Supplies Inventories Per RUCO 
Adjustment 

Working Funds and Special Deposits Per Company 
Working Funds and Special Deposits Per RUCO 
Adjustment 

Prepayments Per Company 
Prepayments Per RUCO 
Adjustment 

TOTAL ADJUSTMENT (See TJC-2, Column [K]) 

$ 73,359 
(381,1661 

$ (454,526) 

$ 18,440 
18,440 

$ 

$ 1348,498 
1,548,498 

$ 

$ 13,641 
13,641 

$ 

$ ( )  454,526 

Wastewater Division 
Direct Schedule TJC-5 
Page 1 of 2 

REFERENCE 

Company Schedule 8-5, PG. 1 
RUCO Schedule TJC-5, Page 2 

Line 2 - Line 1 

Company Schedule 8-5, PG. 1 
Company Schedule 8-5. PG. 1 

Line 5 - Line 4 

Company Schedule 5 5 ,  PG. 1 
Company Schedule B-5, PG. 1 

Line 8 - Line 7 

Company Schedule B-5, PG. 1 
Company Schedule B-5, PG. 1 

Line d l  - Line 10 

Sum of Lines 3 , 6 , 9  & 12 



I 

CHAPARRAL CITY WATER COMPANY, INC. 
TEST YEAR ENDED DECEMBER 31,2006 
RATE BASE ADJ. #16 -WORKING CAPITAL ADJUSTMENT 
LEADILAG CALCULATION 

LINE 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

- 

18 
19 

18 

19 

20 

21 

22 

DESCRIPTION 

Salaries and Wages 
Group Insurance 
Sludge Removal 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Contractual Services 
Rent - Buildings 
Rent - Equipment 
Transportation Expense 
Insurance 
Depreciation & Amortization 
Other Operating Expenses 
Taxes Other Than Income 
P r o m  Taxes 
Federal Income Tax 
State Income Tax 

Subtotal 

Interest Expense 
Scherchert Interest Expense 

TOTAL OPERATING EXPENSES 

EXPENSE LAG 

REVENUE LAG 

NET LAG 

CASH WORKING CAPITAL 

(A) 

EXPENSES 
PER 

COMPANY 

$ 939,071 
27.421 
55.247 

342,364 
219,910 
181,981 
258,836 
20,669 
45.758 

129,723 
62,877 

1,497,193 
122,581 
76,451 

149,110 
164.281 

RUCO 
ADJUSTMENTS 

S (62,782) 

(47,095) 

(1,497,193) 
(91,602) 

(4,699) 
(16,667) 
(56,465) 

DOCKET NO. W-02113A07-OSSl 

PAGE 2 OF 15 
DIRECT TESTIMONY 

SCHEDULE TJC-29 

(C) (D) 

RUCO RUCO 
ADJUSTED (LEADMAG 
EXPENSES 

876,289 
27,421 
55,247 

342,364 
219,910 
134,887 
258,836 
20,669 
45.758 * 

129,723 
62,877 

30,979 
71,752 

132,443 
107,795 

R 

36,185 (1 2,266) 23,919 

4,329,638 (1,788,768) 2,540,869 

- S 1,418,754 1,418.754 
90,179 90,179 

$ 4,329,638 $ (279,635) $ 4,049,803 * 

12.00 
(2.33) 

239.85 
21.50 
63.96 
66.63 
67.22 

(18.53) 
25.49 

(1 1.76) 
20.66 

15.50 
15.95 

729.60 
37.50 
62.65 

89.42 
8.00 

74.93 

40.58 

RUCO 
5 DAYS 

$ 10,515,467 
(63,984) 

13,251,037 
7,360,891 

14,066,515 
8,987,241 

17,398,010 
(382,990) 

1,166,479 
(1,525,984) 
1,299,259 

480,177 
1,144.309 

96,630,691 
4,042,323 
1,498,510 

175,867,952 

126,864,455 
921.328 

$ 303,453,732 

* RUCO RECOMMENDED LEVEL OF CASH WORKING CAPITAL EXPENSES 



b Far West Water 8 Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 I 

OPERATING INCOME SUMMARY 

Wastewater Division 
Direct Schedule TJC-6 

NARUC 
LINE ACCOUNT 
NO. NO. 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

;: 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

38 

39 

413 
521 
536 
541 

70 I 
703 
704 
710 
71 I 
715 
718 
720 
731 
732 
733 
734 
735 
736 
74 I 
742 
750 
756 
757 
758 
759 
760 
766 
767 
770 
775 
403 
408 

408.1 1 
409 

[AI PI IC1 [Dl [El 
COMPANY RUCO RUCO RUCO RUCO 

AS TEST YEAR TEST YEAR PROP'D AS 
DESCRIPTION FILED ADJMITS AS ADJ'TED CHANGES RECOMM'D 

Revenues: 
Income Utility Plant Leased to Others 
Flat Rate Revenue 
Other Sewer Revenues 
Metered Reuse Revenue 

Total Sewer Revenues 

Operating Expenses: 
Salaries and Wages 
Salaries and Wages - officers and Directors 
Employee Pension and Benefits 
Purchased Sewer Treatment 
Sludge Removal Expense 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Contractual Services - Engineering 
Contractual Services -Accounting 
Contractual Services - Legal 
Contractual Services - Management Fees 
Contractual Services - Testing 
Contractual Services - Other 
Rent - Buildings 
Rent - Equipment 
Transportation Expense 
Insurance -Vehicle 
Insurance - General Liability 
Insurance - Workman's Compensation 
Insurance - Other 
Advertising Expense 
Regulatory Commission Expense - Rate Case 
Regulatory Expense - Other 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 

Operating Income 

$ - $  - $  - $  - $  
2,053,159 2,053,159 2.658.963 4,712,121 

43,064 43,064 43,064 
131,759 131,759 131,759 

$ 2.227.982 2,227,982 $ 2,658,963 

$ 802.071 
137,000 
27,421 

55,247 
342,364 
219,910 
181,981 

7,230 
43,865 

147,025 
60,716 
20,669 
45,758 

129.723 
12,610 
33,142 
17,125 

476 
75.000 

33,490 
30,503 

1,497,193 
76,451 
95.728 

795,451 
80,838 
27.421 

55,247 
342.364 
219,910 
134.887 

7,230 
43.865 

147,025 
60,716 
20,669 
45,758 

129,723 
12,610 
33,142 
17,125 

476 
75,000 

13,040 
30,503 

1,045,320 
71,752 
95,728 

$ -  

15,562 

36.715 

$ 4,886.944 

$ 795,451 
80.838 
27,421 

55,247 
342,364 
219,910 
134,887 

7,230 
43.865 

147,025 
60,716 
20,669 
45,758 

129,723 
12,610 
33,142 
17,125 

476 
75.000 

28.602 
30,503 

1,045,320 
71.752 

132,443 
(676,904) (196,750) (873,655) 1,005,369 131.714 

$ 3,415,794 $ (783,648) $ 2,632,146 $ I,E9,648 $ 3,689,792 

$ (1,187,812) $ 783,648 $ (404,164) $ 1,601,317 $ 1,197,153 

References: 
Column [A]: Company Schedule C-1 
Column [e]: TJC-7, Columns [B] Thru [L] 
Column [C]: Column [A] + Column [B] 
Column ID]: TJC-I, pages I Thnr 2 
Column [E]: Column [C] + Column [D] 
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Far West Water 8 Sewer. Inc. 
Docket No. wSO3478A-124307 
Test Year Ended December 31,201 1 

OPERATING INCOME ADJUSTMENT NO. 1 
TEST YEAR DEPRECIATION EXPENSE 

(A) 
NARUC RUCO 

LINE ACCOUNT TOTAL 
NO. NO. ACCOUNT NAME DEPRECIABLE PLANT 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 e =  
33 

34 

35 
36 

37 

351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures 8 Improvements 
Power Generating Equipment 
Collection Sewers - Force 
Collecti i Sewers - Gravity 
Special Colleding Structures 
Sevices to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installations 
R e c a i v i  Wells 
Pumping Equipment 
Reuse Distribution Reserviws 
Reuse Transmission and D i d  Sys. 
Treatment and Disposal Equipment 
Plant sewers 
Outfall Sewer Lines 
Other Plant and Mi. Equipment 
Oftice Furniture 8 Equipment 
computers 8 software 
Transportation Equipment 
Stores Equipment 
Tools, Shop 8 Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Misoellarmus Equipment 
Other Tangible Plant 

TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE 

LOSS: 
AMORTIZATION OF CONTRIBUTIONS IN AID OF CONSTRUCTION (CIAC) 

RUCO TOTAL DEPRECIATION EXPENSE 

Company As Filed 
Difference 

RUCO Adjustment (See TJC-6. Column (C) Line 34) 

s 
3,076 

1,413,437 
1,731,760 

48.226 
2,449,525 
6,100,576 

121,361 
22,695 
11,662 

1,615 
51.085 

975,551 

12,362,103 
435,946 

1,261 
275,505 
177.946 

7.938 
189.995 

18,921 
12.175 

126.985 
12,016 
95.309 

166,941 

s 26.814412 

(1,207,071) 

Wastewater Division 
Direct Schedule TJCB 
Page 1 of 1 

(B) (C) 
COMPANY TEST YEAR 
PROPOSED DEPRECIATION 
DEP. RATES EXPENSE 

0.00% 
0.00% 
0.00% 
3.33% 
5.00% 
2.00% 
2.00% 
2.00% 
2.00% 
10.00% 
10.00% 
2.00% 
8.33% 
3.33% 
12.50% 
2.50% 
2.50% 
5 . m  
5 . m  
3.33% 
6.67% 
6.67% 
20.00% 
20.00% 
4.00% 
5.00% 
10.00% 
5.00% 
lO.M)% 
'10.00% 
10.00% 

4.9648% 

s 

57,668 
2.41 1 

48,991 
122,012 

2,427 
2,270 
1,166 

135 
1,728 

921,944 

618.105 
21,797 

42 
18.376 
11,869 
1,588 

37,999 

946 

6,349 
1,202 
9,531 

16,694 

(59,928) 

3 1 1  

1,497,993 

3 (451.872) 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

LINE 
NO. 

1 
2 
3 

4a 
4b 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

16 
17 

18 
19 
20 
21 

- 

22 
23 
24 

RUCO OPERATING INCOME ADJUSTMENT NO. 2 
PROPERTY TAXES 

Prooertv Tax Calculation 

RUCO Adjusted Test Year Revenues 
Multiplied by 2 
Subtotal (Line 1 X Line 2) 
RUCO Adjusted Test Year Revenues 
RUCO Recommended Revenue, Per Schedule TJCS 
Subtotal (Line 3 + Line 4a) 
Number of Years 
Three Year Average (Line 5 I Line 6) 
Department of Revenue Mutilplier 
Revenue Base Value (Line 7 X Line 8) 
Plus: 10% of CWlP Per Company Schedule E 
Less: Net Book Value of Licensed Vehicles 
Full Cash Value (Line 9 + Line 10 - Line 1 I )  
Assessment Ratio 
Assessed Value (Line 12 Line 13) 
Composite Property Tax Rate (Per RUCO Effective Property Tax Calculation Analysis W/P) 

RUCO Adjusted Test Year Property Tax Expense (Line 14 Line 15) 
Company Adjusted Test Year Property Tax (Per Company GI Schedule) 

RUCO Test Year Adjustment (Line 16-Line 17) 
Property Tax - RUCO Recornmended Revenue (Line 14 Line 15) 
RUCO Test Year Adjusted Property Tax Expense (Line 16) 
Increase/(Decrease) to Property Tax Expense 

Increase/(Decrease) to Property Tax Expense 
Increase in Revenue Requirement 
Increase /(Decrease) to Property Tax per Dollar Increase in Revenue (Line 22 / Line 23) 

RUCO 
AS ADJUSTED 

s 2,227,982 
2 

s 4,455,963 
2,227,982 

$ 6,683,945 
3 

s 2,227,982 
2 

$ 4,455,963 
243,735 
77,783 

s 4,621,916 
20.0% 

s 924,383 
10.3559% 

s 95,728 
95,728 

0 0 

Wastewater Division 
Direct Schedule TJC-9 
Page 1 of 1 

PI 

RUCO 
RECOMMENDED 

0 2,227,982 
2 

s 4,455,963 

4,886,944 
s 9,342,908 

3 
s 3,114,303 

2 
6,228,605 

243.735 
s 

771783 
s 6,394,558 

20.0% 
s 1,278,912 

10.3559% 

s 132,443 
_____ 95,728 

$ 36,715 

s 36,915 
2,658,963 
0.013808 



Far West Water 8 Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

OPERATING INCOME ADJUSTMENT NO. 3 
NORMALIZE REPAIRS 81 MAINTENANCE EXPENSE 

Descrbtion 

2009 Repairs & Maintenance Expense - Schedule E 
2010 Repairs & Maintenance Expense - Schedule E 
201 1 Repairs & Maintenance Expense - Schedule C-1 

Total Repairs & Maintenance Expense 2009 - 201 1 

Divide by 3 Year Normalization Period 

3 Year Normalization of Repairs & Maintenance Expense 

Company Repairs & Maintenance Expense As Filed 

Total RUCO Adjustment 

Wastewater Division 
Direct Schedule TJC-10 
Page 1 of 1 

Amount 

$ 122,341 
100,337 
181,981 

$ 404,659 

3 

$ 134,886 

184,981 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
4 7  

Wastewater Division 
Direct Schedule TJC-11 
Page 1 of 1 

OPERATING INCOME ADJUSTMENT NO. 4 
SALARIES AND WAGES - OFFICERS 8 DIRECTORS 

Paula Capestro 

Sandra Braden 

Totals 

Company Requested Test Year Amount As Filed 

Total RUCO Adjustment 

Total Taxes Other Than Income As Filed by Company 

Total Taxes Other Than Income As Adjusted by RUCO 

RUCO Taxes Other Than Income Adjustment 

[AI [BI PI [Dl [El 
RUCO 

Salaries Estimated Hours Allocation RUCO 

---- TestYear Worked Note FWSewer - Factor Amount 
In Hours Allocated to Adjustment Recommended 

$ 68,500 2,075 1 1,038 100% $ 68,500 

68,500 250 1 125 20% 13,700 

$137,000 $ 82,200 

137,000 

$ 76,451 

72,259 

Notes: 
Company Response to Staff DR GWB 6.3 



- 
Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 0 Test Year Ended December 31,201 1 

Line 
- No. DescriDtion 
1 
2 Salaries and Wages 
3 
4 
5 
6 
7 
8 
9 
10 
11 

OPERATING INCOME ADJUSTMENT NO. 5 
SALARIES AND WAGES 

14 
15 
16 
17 References: 
18 
19 

Per Company Response to Staff DR JA - 3.34 

Wastewater Division 
Direct Schedule TJC-12 
Page 1 of 1 

GIL Balance 
For Per Response 

Test Year to Staff DR RUCQ 
Ended JA-3.34 Adiustment 

$ 683.996 $ 682.634 1 $ . ~ ,  



* 
Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 0 Test Year Ended December 31,201 1 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 

9 
10 
19 
12 

a 

15 
16 
17 
18 
19 
20 

OPERATING INCOME ADJUSTMENT NO. 6 
50/50 SHARING OF MERIT PAY INCREASE 

DeSCnDtiOn 

Total Salaries & Wages As Filed by Company 

Total Salaries & Wages As Adjusted by RUCO 

RUCO Salaries &Wages Adjustment 

Total Taxes Other Than Inmome As Filed by Company 

Total Taxes Other Than In me As Adjusted by RUCO 

RUCO Taxes Other Than Income Adjustment 

References: 
Company Responses to WUCO DR 1 and Staff DR JA - 3.35 

Wastewater Division 
Direct Schedule TJC-13 
Page 1 of 1 

Amount 

$ 802,074 

795,451 

$ 96,451 

75,944 



w 
Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

Line - No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
I 1  
12 
13 
14 
15 
16 

OPERATING INCOME ADJUSTMENT NO. 7 
NORMALIZE BAD DEBT EXPENSE 

2009 Bad Debt Expense - Schedule E 
2010 Bad Debt Expense - Schedule E 
201 1 Bad Debt Expense - Schedule C-1 

Total Bad Debt Expense 2009 - 201 1 

Divide by 3 Year Normalbation Period 

3 Year Normalization of Repairs & Maintenance Expense 

Company Repairs 8 Maintenance Expense As Filed 

Total RUCO Adjustment 

Wastewater Division 
Direct Schedule TJC-14 
Page 1 of 1 

Amount 

$ 5,630 

33,490 

$ 39,120 

3 

$ 13,040 

33,490 



. 
Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

OPERATING INCOME ADJUSTMENT NO. 8 
ADJUSTED TEST YEAR INCOME TAX EXPENSE 

Line 
- No. DeSCriDtiOn 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

Total Adjusted Test Year Income Tax Expense As Filed by Company 

Total Adjusted Test Year Income Tax Expense Per RUCO 

RUCO Adjusted Test Year Income Tax Expense Adjustment 

Wastewater Division 
Direct Schedule TJC-15 
Page 1 of 1 

Amount 

$ (676,904) 

(873,655) 

18 
19 
20 



rr Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 a 

Wastewater Division 
Direct Schedule TJC-16 

WEIGHTED AVERAGE COST OF CAPITAL 

(A) (6) (C) (D) (E) (F) 

WEIGHTED LINE COMPANY RUCO RUCO CAPITAL 
- NO. DESCRIPTION PROPOSED ADJUSTMENT ADJUSTED RATIO COST COST 

1 LONG-TERM DEBT $21,323,943 8 - $21,323,943 79.55% 6.90% 5.49% 

2 SHORT-TERM DEBT 1,732,342 1,732,342 6.46% 8.07% 0.52% 

3 COMMON EQUITY 3.748.573 3,748,573 13.98% 9.25% 1.29% 

4 TOTAL CAPITALIZATION 26,a04,a5a s - $26,a04,85a 100.00% 

5 WEIGHTED AVERAGE COST OF CAPITAL 

REFERENCES: 
TESTIMONY WAR 
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tate Design Testimony of Timothy J. Coley 
'ar West Water & Sewer, Inc., - Sewer Division 
locket No. WS-03478A-12-0307 

EXECUTIVE SUMMARY 

3ased on RUCO's analysis of Far West Water & Sewer, Inc., - Sewer Division's 
.ate Application and direct testimony filed with the Commission separately on 
-ebruary 8, 2013, RUCO is recommending a flat monthly rate design with no 
:ommodity charge that will result in the following typical monthly bill for 
.es id e n t i a I cu s t ome rs : 

2OMPANY 
'RESENT 

RATE 

$21.75 

COMPANY RUCO 
PROPOSED RECOMMENDED RUCO RUCO 

RATE RATE $ CHANGE % CHANGE 

$ 62.65 $49.85 $28.10 129.2% 

I 
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late Design Testimony of Timothy J. Coley 
ar West Water & Sewer, Inc., - Sewer Division 
bocket No. WS-03478A-12-0307 

NTRODUCTION 

2. 

1. 

2. 

4. 

Are you, Timothy J. Coley, the same RUCO witness that sponsored 

direct testimony that was filed with the Arizona Corporation 

Commission (“ACC” or “Commission”) on February 8, 2013 for Far 

West’s revenue requirements? 

Yes. 

What is the purpose of RUCO’s direct testimony on rate design? 

RUCO’s direct testimony on rate design will address its recommended 

rate design for Far West Water & Sewer, Inc., Sewer Division and prove 

that the recommended rate designs will produce RUCO’s recommended 

revenue. There are four customer classifications that will be subject to a 

rate increase. These customer classifications are the residential, 

commercial, recreational vehicle park, and the reestablishment residential 

customers. A typical bill for each customer classification that will 

experience a rate increase as recommended by RUCO has been included 

on Schedules TJC-RD 3. These schedules will show a typical bill for the 

four customer classifications based on the Company’s present and 

proposed rates as well as RUCO’s recommended rates. 

To support RUCO’s direct testimony on its recommended revenue 

increase filed with the ACC on February 8, 2013, rate design schedules 

1 
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tate Design Testimorly of Timothy J. Coley 
‘ar West Water & Sewer, Inc., - Sewer Division 
locket No. WS-03478A-12-0307 

numbered TJC-RD 1, TJC-RD 2, and TJC-RD 3 have been prepared for 

each of the four customer classifications mentioned earlier 

?ATE DESIGN 

2. Please explain the elements of RUCO’s rate designs. 

9. Each Schedule TJC-RD 2 shows the elements of RUCO’s rate czsign, 

which mirrors the Company’s H Schedules by maintaining the same basic 

overall increase to each customer classification. The schedules show that 

each customer classifications’ rate design is comprised entirely of a flat 

monthly minimum with no commodity charges built into the rate. 

PROOF OF RECOMMENDED REVENUE 

Q. 

4. 

Has RUCO prepared schedules presenting proof of your 

recommended revenue? 

Yes. Proof that RUCO’s rate designs will produce the recommended 

required revenue as proposed in the revenue requirement direct testimony 

is presented on Schedules TJC-RD 1 for each of the four customer 

classifications. 

2 
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YPICAL BILL ANALYSIS 

a. 

1. 

1. 

4. 

Q. 

4. 

Has RUCO prepared schedules representing the financial impact of 

RUCO’s recommended rate designs on the typical residential, 

commercial, recreational vehicle park, and the reestablishment 

residential customers? 

Yes. A typical bill for each customer classification that will experience a 

rate increase has been included on Schedules TJC-RD 3. That schedule 

will show a typical bill for the four customer classifications based on the 

Company’s present and prc 

rates. 

Please describe a typica 

osed rates as well as RUCO’s recommended 

bill utilizing RUCO’s rate design on the 

average Far West residential customer. 

RUCO’s rate design proposes a flat monthly minimum service charge with 

no commodity charge for a residential customer of $49.85 as compared to 

Far West’s proposed rate of $62.65 

Does this conclude your direct testimony on rate design? 

Yes, it does. 

3 
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FAR WEST WATER IL SEWER, INC., SEWER DIVISION - RUCO DIRECT RATE DESIGN I RESIDENTIAL 
TESTYEAR ENDED DECEMBER 31,2011 
RECOMMENDED RATES 

a DOCKET NO. WS-03478A-124307 
SCHEDULE TJC-RD 2 

LINE 
- NO 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

[RESIDENTIAL. COMMERCIAL AND MISC. CUSTOMERS) 
5/8 X 314 - INCH 
3/4 - INCH 
1 - INCH 
1 1/2 - INCH 
2 - INCH 
3 - INCH 
4 -INCH 
6 - INCH 
8 - INCH 

10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

$21 75 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

$62 65 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

$49 85 
74 78 

124 63 
249 25 
398 80 
747 75 

1,246 25 
2,492 50 
4.985 00 
9,970 00 

0 0 0 RESIDENTIAL, COMMERCIAL AND MISC. CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

5/8 X 3/4 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

0 GALLONS 
0 GALLONS 
0 GALLONS 

$ -  $ - $ -  
$ - $ - $ -  
$ - $ - $ -  

ZERO TO 
1 TO 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER’ 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

3/4 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

0 GALLONS: 
0 GALLONS: 
0 GALLONS. 

31 e 2 34 

1 -INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

1 1/2 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

0 GALLONS 
0 GALLONS 
0 GALLONS 

2 -INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) ~ 

COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) ~ 

0 GALLONS. 
0 GALLONS 
0 GALLONS 

3 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

0 GALLONS 
0 GALLONS. 
0 GALLONS 

$ -  $ - $ -  
$ -  8 - $ -  
$ -  8 - $ -  

4 -INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

0 GALLONS 
0 GALLONS 
0 GALLONS 

6 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) ~ 

COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

$ -  $ - $ -  
$ -  $ - $ -  
$ -  8 - $ -  

8 -INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

0 GALLONS 
0 GALLONS 
0 GALLONS. 

67 10 -INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

0 GALLONS 
0 GALLONS 
0 GALLONS 

68 
69 
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FAR WEST WATER 8 SEWER, INC., SEWER DIVISION ~ RUCO DIRECT RATE DESIGN / COMMERCIAL 
TESTYEAR ENDED DECEMBER 31,2011 
RECOMMENDED RATES 

LINE 
- NO DESCRIPTION 

1 
2 
3 
4 
5 314- INCH 
6 1 -INCH 
7 1112 -INCH 
8 2-INCH 
9 3-INCH 

10 4-INCH 
11 6 -  INCH 
12 8-INCH 
13 10-INCH 
14 
15 
16 
17 
18 
19 
20 
21 
22 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS 
23 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 1 TO 0 GALLONS 
24 COMMODITY RATE (PER 1 000 GAL OVER MINIMUM) - OVER 0 GALLONS 

25 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE 

(RESIDENTIAL. COMMERCIAL AND MlSC CUSTOMERS) 
5/8 X 3/4 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

RESIDENTIAL, COMMERCIAL AND MlSC CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

518 X 314 - INCH 

26 3/4- INCH 
27 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
28 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: 
29 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS- 

30 
31 1 -INCH 
32 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS 
33 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS: 
34 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS: 

35 
36 1 1/2-INCH 
37 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS. 
38 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS' 
39 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS 

40 
41 2-INCH 
42 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS: 
43 COMMODITT RATE (PER 1,000 GAL. OVER MINIMUM) - 1 TO 0 GALLONS: 
44 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS. 

45 
46 3-INCH 
47 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS. 
48 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 1 TO 0 GALLONS 
49 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS' 

50 
51 4-INCH 
52 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - ZERO TO 0 GALLONS: 
53 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 1 TO 0 GALLONS. 
54 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - OVER 0 GALLONS. 

55 
56 6-INCH 
57 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS 
58 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 1 TO 0 GALLONS 
59 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 

60 
61 8-INCH 
62 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS 
63 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 
64 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 

65 
66 10-INCH 
67 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - ZERO TO 0 GALLONS 
68 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 
69 COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - OVER 0 GALLONS 

DOCKET NO. WS-03478A-12-0307 
SCHEDULE TJC-RD 2 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

$43 50 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

$125 30 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

$99 70 
149 55 
249 25 
498 50 
797 60 

1,495 50 
2,492 50 
4.985 00 
9,970 00 

19.940 00 

0 0 0 

$ - $ - $ -  
$ -  $ -  $ 2 -  

$ - $ - $ -  

$ -  8 -  $ -  
$ - $ - $ -  
$ -  $ -  $ -  
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FAR WEST WATER a SEWER, INC., SEWER DIVISION - RUCO DIRECT RATE DESIGN I RV PARK 
TESTYEAR ENDED DECEMBER 31,2011 
RECOMMENDED RATES 

LINE 
- NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

65 
66 
67 
68 
69 

DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

(RESIDENTIAL. COMMERCIAL AND MlSC CUSTOMERS) 
5/8 X 3/4 - INCH 
314 - INCH 
1 - INCH 
1 112 -INCH 
2 - INCH 
3 - INCH 
4 - INCH 
6 - INCH 
8 - INCH 

10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

RESIDENTIAL, COMMERCIAL AND MlSC CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

5/8 X 3/4 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

314 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

1 -INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

1 1/2 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

2 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

3 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

4 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

6 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

8 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

10 -INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

ZERO TO 
1 TO 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
1 TO 
OVER 

ZERO TO 
OVER 
OVER 

ZERO TO 
OVER 
OVER 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

0 GALLONS 
0 GALLONS 
0 GALLONS 

DOCKET NO. WS-03478A-124307 
SCHEDULE TJC-RD 2 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

$5 44 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

$1566 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 
0 00 

$12 50 
18 75 
31 25 
62 50 

100 00 
187 50 
312 50 
625 00 

1,250 00 
2,500 00 

0 0 0 
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DOCKET NO. WS-03478A-12-0307 
SCHEDULE TJC-RD 2 

FAR WEST WATER a SEWER, INC., SEWER DIVISION - RUCO DIRECT RATE DESIGN RESIDENTIAL RE-ESTABLISHMENT 
TEST YEAR ENDED DECEMBER 31,2011 
RECOMMENDED RATES 

LINE 
- NO 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 
36 
37 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

65 
66 
67 
68 
69 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED DESCRIPTION 

RECOMMENDED MONTHLY MINIMUM USAGE CHARGE: 

(RESIDENTIAL. COMMERCIAL AND MlSC CUSTOMERS) 
5/8 X 3/4 - INCH 
3/4 ~ INCH 
1 - INCH 
1 112 -INCH 
2 - INCH 
3 - INCH 
4 - INCH 
6 - INCH 
8 - INCH 

10 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE 

RESIDENTIAL, COMMERCIAL AND MlSC CUSTOMERS 

RECOMMENDED COMMODITY RATES BY METER SIZE 

$21 75 $62 65 $49 85 
0 00 OW 74 78 
0 0 0  000 124 63 
0 00 0 00 249 25 
0 00 0 00 398 80 
0 00 0 00 747 75 
0 00 0 00 1 246 25 
0 00 0 00 2,492 50 
0 00 0 00 4.985 00 
0 00 0 00 9 970 00 

0 0 0 

0 GALLONS: 
0 GALLONS 
0 GALLONS: 

518 X 314 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 
1 TO 
OVER 

5 - $ - $ -  
$ - 5 - $ -  
5 - $ - $ -  

314 -INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 
OVER 
OVER 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

1 -INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 
OVER 
OVER 

0 GALLONS 
0 GALLONS 
0 GALLONS 

$ -  I -  $ -  
$ - $ - $ -  
S - B - 5 -  

1 1/2 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

ZERO TO 
OVER 
OVER 

0 GALLONS 
0 GALLONS 
0 GALLONS 

$ - 5 - $ -  
$ - $ - $ -  
$ - $ - $ -  

2 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 
1 TO 
OVER 

0 GALLONS 
0 GALLONS 
0 GALLONS 

3 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 
1 TO 
OVER 

0 GALLONS: 
0 GALLONS: 
0 GALLONS: 

$ - $ - $ -  
5 - 5 - $ -  
$ - $ - 5 -  

4 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 0 GALLONS 
1 TO 0 GALLONS 
OVER 0 GALLONS 

6 ~ INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

ZERO TO 
1 TO 
OVER 

0 GALLONS 
0 GALLONS 
0 GALLONS 

5 - $ - 5 -  
5 -  $ -  5 -  
$ - 5 - $ -  

8 - INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 
OVER 
OVER 

0 GALLONS 
0 GALLONS 
0 GALLONS 

$ - $ - 5 -  
$ - $ - $ -  
$ - $ - $ -  

10 - INCH 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

ZERO TO 
OVER 
OVER 

0 GALLONS 
0 GALLONS 
0 GALLONS 
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DOCKET NO. WS43478A-124307 
SCHEDULE TJC-RD 2 

FAR WEST WATER (L SEWER, INC., SEWER DIVISION - RUCO DIRECT RATE DESIGN 1 METERED REUSE REVENUES 
TEST YEAR ENDED DECEMBER 31,2011 
RECOMMENDED RATES 

LINE 
- NO DESCRIPTION 

1 RECOMMENDED MONTHLY MINIMUM USAGE CHARGE 

PRESENT COMPANY RUCO 
RATES PROPOSED PROPOSED 

~~~ 

2 
3 
4 
5 314- INCH 
6 I - I N C H  
7 1 I n - I N C H  
8 2-INCH 
9 3-INCH 

I D  4-INCH 
11 6-INCH 
12 8 -  INCH 
13 ID-INCH 
14 
15 
16 
17 
18 
19 
20 
21 
22 COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - ZERO TO 999.999.999.999.999,DOD GALLONS: 

0 GALLONS 23 COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 999,999,999,999,999,DDD TO 
24 COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - OVER 0 GALLONS' 

(RESIDENTIAL. COMMERCIAL AND MISC CUSTOMERS) 
5/8 X 314 - INCH 

GALLONS INCLUDED IN MONTHLY MINIMUM USAGE CHARGE: 

RESIDENTIAL, COMMERCIAL AND MISC. CUSTOMERS 

RECOMMENDED COMMDDIW RATES BY METER SIZE 

5/8 X 314 - INCH 

IO DO 
0 DO 
0 DO 
D DO 
0 00 
0 DO 
0 OD 
0 DO 
0 00 
0 DO 

ID 00 ID OD 
0 DO 0 DO 
0 DO 0 DO 
0 DO D DO 
0 DO 0 DO 
0 DO 0 DO 
0 DO 0 DO 
0 DO 0 DO 
0 OD 0 OD 
0 00 0 OD 

0 0 0 

I 100 I 100 I 
I -  I -  a 
I -  a -  s 

1 .OD 

1 .DO 

25 
26 
27 
28 
29 

30 
31 
32 
33 
34 

35 

3/4 - INCH 
COMMOOITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - 

ZERO TO 
OVER 
OVER 

999.999.999.999.999.DDD GALLONS 
0 GALLONS 
0 GALLONS 

a -  I -  I 
I -  I -  I 
$ -  I -  I COMMODITY RATE [PER 1,DDD GAL OVER MINIMUM) - 

I-INCH 
COMMODITY RATE [PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,DDD GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,DDD GAL OVER MINIMUM) - 

ZERO TO 
OVER 
OVER 

999,999,999,999.999,DDD GALLONS 
D GALLONS 
0 GALLONS 

I -  I -  s 
I -  I -  I 
I -  s -  I 

1 .OD 

36 a ii 
1 112 - INCH -- 

COMMODITY RATE (PER 1,DDD GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,DDD GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - 

999,999,999,999,999,ODD GALLONS 
0 GALLONS 
0 GALLONS 

I -  I -  I 
B -  I -  I 
I -  I -  I 

1 DO ZERO TO 
OVER 
OVER 

1 DO 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

65 
66 
67 
68 
69 

2-INCH 
COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE [PER 1,000 GAL OVER MINIMUM) - 

ZERO TO 999,999,999,999,999,DDD GALLONS 
0 GALLONS 
0 GALLONS 

I -  I -  I 
I -  I -  I 
I -  I -  I 

999,999,999.999.999,DDD TO 
OVER 

3-INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1.DDD GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - 

ZERO TO 
999,999,999,999,999.ODD TO 

OVER 

999,999,999.999.999,DDD GALLONS 
0 GALLONS 
D GALLONS 

I -  I -  I 
I -  I -  t 
I -  I -  I 

1 DO 

I-INCH 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1.000 GAL OVER MINIMUM) - 

999,999,999.999.999,DOD GALLONS 
0 GALLONS 
0 GALLONS 

I -  I -  I 1 DO 

1 DO 

1 DO 

ZERO TO 
999,999,999,999,999.ODD TO 

OVER 
I 
I 

I 
I 

I 
I 

B-INCH 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) - 

ZERO TO 
999.999.999.999.999.DDO TO 

OVER 

999,999,999.999.999.DDD GALLONS 
0 GALLONS 
0 GALLONS 

$ -  I -  I 
I -  I -  I 
I -  I -  I COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

ZERO TO 
OVER 
OVER 

999.999.999.999.999.DDO GALLONS 
0 GALLONS 
0 GALLONS 

I -  I -  I 
I -  I -  I 
$ -  I -  I 

COMMODITY RATE (PER 1,DOD GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 
COMMODITY RATE (PER 1,000 GAL OVER MINIMUM) - 

I -  I -  I 
I -  $ -  I 
I -  I -  I 

1 .DO ZERO TO 
OVER 

999,999,999,999,999.DOD GALLONS 
0 GALLONS 
0 GALLONS 

COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 
COMMODITY RATE (PER 1,000 GAL. OVER MINIMUM) 
COMMODITY RATE (PER 1.000 GAL. OVER MINIMUM) OVER 



COMPANY REJOINDER METER MULTIPLIER TABLE AT PAGE 15 OF 27 

Rate 

Residential 

Commercial - 5/8' 
Commercial - 3/4" 
Commercial - 1" 
Commercial - 1 1/2" 
Commercial - 2" 
Commercial - 3" 
Commercial - 4" 
Commercial - 6" 

RV Park - Common Area 
RV Park - Per Space 

Multiplier Used 
RUCO Staff Company 

N/A 1.00 1.00 

1.00 
1.25 
2.50 
3.75 
6.00 

16.00 
25.00 
50.00 

1 .oo 
1.60 
2.60 
5.20 
8.20 

16.00 
25.00 
50.00 

1.50 
1.50 
2.50 
3.75 
6.00 

16.00 
25.00 
50.00 

3.74 1.56 1.50 
0.33 0.33 0.33 

RUCO 
Rates 

$ 48.93 

65.05 
81.31 

162.63 
243.94 
390.30 

1,040.80 
1,626.25 
3,252.50 

162.63 
16.31 

Percent increase 
Staff Company 

N/A 152.6% 164.1% 

49.5% 
86.9% 

273.9% 
460.8% 
797.2% 

2292.6% 
3638.5% 
7377.0% 

26.3% 
97.2% 

229.6% 
551.7% 
940.6% 

1920.3% 
3056.7% 
6213.4% 

98.1% 
98.1% 

230.1% 
395.2% 
692.3% 

2012.7% 
3201.1% 
6502.3% 

181.2% 97.2% 98.1% 
199.8% 236.6% 251.8% 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31,201 1 

Wastewater Division 
Surrebuttal Schedule TJC-1 
Page 1 of 2 

[AI 
COMPANY 

LINE OCRBlFVRB 
NO. DESCRIPTION COST 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Adjusted Original CosVFair Value Rate Base 

Adjusted Operating Income (Loss) 

Current Rate of Return (L2 I L1) 

Required Operating Income (L5 X L1) 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency (L4 - L2) 

Gross Revenue Conversion Factor (TJC-1, Page 2) 

Required Increase in Gross Revenue Requirement (L7 X L6) 

Adjusted Test Year Revenue 

Proposed Annual Revenue (L8 + L9) 

Required Percentage Increase in Revenue (L8 I L9) 

Rate of Return on Common Equity 

$ 22,800,578 

$ (1,187,812) 

-5.21% 

$ 1,689,390 

7.409% 

$ 2,877,202 

1.3437 

I $ 3,866,046 I 
$ 2,227,982 

$ 6,094,028 

173.52% 

10.00% 

PI 
RUCO 

OCRBlFVRB 
COST 

$ 16,044,876 

$ (469,508) 

-2.93% 

$ 1,171,276 

7.300% 

$ 1,640,784 

1.6601 

( $  2,723,787 

$ 2,231,115 

$ 4,954,903 

122.08% 

9.25% 

References: 
Column [A]: Company Schedules A-I and C-I 
Column [B]: RUCO Schedule TJC-2, TJC-6, and TJC-16 



Far West Water & Sewer, Inc. 
Docket No. WS-03478A-12-0307 
Test Year Ended December 31, 201 1 

RATE BASE - ORIGINAL COST 

Wastewater Division 
Surrebuttal Schedule TJC-2 

[AI PI [CI 
COMPANY RUCO RUCO 

LINE AS FILED OCRBIFVRB ADJ'TED 
NO. DESCRIPTION OCRBIFVRB ADJUSTMENTS OCRBIFVRB 

1 Gross Utility Plant in Service $ 37,751,132 $ (11,588,446) $ 26,162,686 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

Less: 
Accumulated Depreciation 

Net Utility Plant in Service (L1 less L4) 

Advances in Aid of Construction 

Contributions in Aid of Construction (CIAC) 
Accumulated Amortization of CIAC 

Net ClAC (LIO less L11) 

Customer Deposits 
Accumulated Deferred Income Taxes (ADIT) 

Add: 
Allowance for Working Capital 

Net Regulatory Asset I (Liability) 

TOTAL RATE BASE (Sum L's 6,8, 12, & 14 Thru 20) 

(4,945,733) 1,506,030 

$ 32,805,399 $ (10,082,416) 

(10,814,970) 3,255,306 

(1,726,854) 519,783 
909,423 (273,736) 

$ (817,431) $ 246,047 

(26,359) 

1,653,938 $ (174,639) $ 

$ 22,800,578 $ (6,755,702) 

(3,439,703) 

$ 22,722,983 

(7,559,664) 

(1,207,071) 
635,687 

$ (571,384) 

(26,359) 

$ 1,479,299 

$ 16,044.876 

References: 
Column (A): Company Schedule B-I 
Column (B): Schedule TJC-3 
Column (C): Column (A) + Column (B) 
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Wastewater Division 
Surrebuttal Schedule TJC-4(a) 

Far West Water 8 Sewer, Inc 
Docket No WS-03478A-12-0307 
Test Year Ended December 31,201 1 

RATE BASE ADJUSTMENT NO. I(.) 
RUCO RECOMMENDED USED AND USEFUL PLANT IN SERVICE 

[AI 161 
Company 

N A R K  Actual Test Year Company 
LINE ACCT Plant Booked Book 
NO. NO DESCRIPTION 12/31/201 1 Adjustments -- 

[Dl [El IF) 
RUCO RUCO 

IC1 
Company 

RUCO Recommended Adjusted Excess Capacity 
Plant in Service Percentage Excess Capacity Plant in Service 

As Filed Adjustment Adjustment Balances 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

33 

34 

351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 

390.1 
391 
3 92 
393 
394 
395 
396 
397 
398 

Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures 8 lmprnvements 
Power Generating Equipment 
Collection Sewers - Form 
Collection Sewers. Gravity 
Speual Collecting Stfuctures 
Sevices to Customers 
Flow Measuring Devices 
F l w  Measvnng Installations 
Reuse Services 
Reuse Meters and Meter Installations 
Receiving Welts 
Pumping Equipment 
Reuse Distribution ReseNiors 
Reuse Transmission and Dist Sys. 
Treatment and Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant and Misc. Equipment 
Omce Furniture 8 Equipment 
Computers 8 Software 
Transportation Equipment 
Stores Equipment 
Tools. Shop 8 Garage Equipment 
Labratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

a 
3.076 

1,560.847 
2.633.622 

68,993 
3,705,476 
8,749,140 

a a 
3,076 

1,413,437 
2,477,482 

68.993 
3,505.174 
8.731.500 

173,621 
32,468 
16,683 

30.1% a 
30.1 % 
30.1% 
30.1% 745.722 
30.1% 20.767 
30.1% 1,055,057 
30.1% 2,628,181 
30.1% 

f 
3.076 

1,413,437 
1.731.76D 

48.226 
2.450.117 
6,103,318 

(147,410) 
(156.140) 

(200,302) 
(1 7.640) 

173,621 
32.468 
16.683 

30 1% 52.260 
30 1% 9.773 
30 1% 5.022 

121,361 
22.695 
11,662 

1.615 
54,856 

1,046,197 

30.1% 
30 1% 695 
30 1% 27.928 

2.310 
92,784 

1,496.705 

2.310 
92,784 

1,496,705 
0 
0 30 1% 450,508 

30 1% 
30.1% 
30.1% 5,904,857 
30.1% 220,324 
30.1% 679 
30.1% 118,637 
30.1% 76,626 
30.1% 3,418 
30.1% 81.815 
30 1% 
30.1% 8.148 
30 1% 5.243 

19,517,467 
731.973 

2,256 
394,141 
254,572 

11,356 
271.810 

21,650.302 
736.542 

2.256 
418.687 
257.292 

30.027 
271.810 

(2.032835) 
(4,569) 

(0) 
(24,546) 

(2.720) 
(18,670) 

(16,292) 

13,712,609 
51 1,649 

1,577 
275,505 
177,946 

7,938 
189,995 

27.069 
33.710 

181,667 
17,191 

204.504 
238,828 

27,069 
17,418 

181,667 
17,181 

136.351 
238.828 

18.921 
12,175 

126,985 
12,016 
95,309 

166,941 

30 1% 
30 1% 
30.1% 

54,682 
5.174 

41.042 (68,153) 
30.1% 71,887 

Totals $ 42,505,611 $ (2,589,2783 f 39,916,333 $ 11,588.446 $ 28,327.887 

Company As Filed 

RUCO Adjustment - Increase / (Decrease) in Plant 

39,916.333 

a (1 1,588,446) 
~ 

References: 
Column [A]- Per Company Schedule 8-2, page 2 on Line 37. Actual End of Test Year Booked Plant Balances 
Column [B] Per Company Schedule 8-2, page 2 on Line 42 - Increase I (Decrease) in Plant in Service 
Column [C] Per Company Schedule 5 2 ,  page 2 on Line 37 -Adjusted End of Test Year Plant Balances 
Column [Dl Per RUCO Wtness Thomas Fish Testimony 
Column [E]: Column IC] X [Dl wth the Exception of Non-Depreciable Accounts 351. 352, and 353 
Column IF]. Column IC] - [E] - RUCO Recornmended Plant Balances 



Far West Water 8 Sewer, lnc 
Docket No WS-03478A-12-0307 
Test Year Ended December 31.2011 

Wastewater Division 
Surrebuttal Schedule TJC-4(b) 

RATE BASE ADJUSTMENT NO. l[b) 
RUCO RECOMMENDED ACCUMULATED DEPRECIATION 

IC1 
Company 

Accumulated 
Depreciation 

As Filed - 
s 

[AI 
Company 

NARUC Actual Test Year 
LINE ACCT Accum Depre 
NO NO DESCRIPTION 12/31/2011 -- 

IBl 

Company 
Book 

Ad)ustments 

s 

[Dl 
RUCO 

Excess Capacity 
Percentage 
Adjustment 

30.1% 

IEI 

RUCO 
Excess Capacity 

Adjustment 

I 

Iq 
RUCO 

Recommended 
Accum Depre 

Balancer 

I 1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

33 

34 

351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

Organizabon Cost 
Franchise Cost 
Land and Land Rights 
S t ~ d u r e s  8 Improvements 
PDwer Generating Equipment 
Collection Sewers - Force 
Collection Sewers - Gravity 
Special Collecting Structures 
SeviCes to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installations 
Receiving Wells 
Pumping Equipment 
Reuse Distribution ReseNiors 
Reuse Transmission and Dist Sys. 
Treatment and Disposal Equipment 
Plant Sewers 
outfall Sewer Lines 
Other Plant and MISC. Equipment 
M i c e  Furniture 8 Equipment 
Computers 8 Software 
Transportation Equipment 
Stores Equipment 
Tools. Shop 8 Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

Totals 

s 
30.1% 
30.1% 
30.1% 15,432 

519 
46,394 

515,470 

35,837 
1,206 

107,740 
1.197.055 

138,113 
1,725 

181.585 
1,723,051 

51,270 
1,725 

154134 
1,712,526 

4,698 
32.468 
16.683 

96 
1.546 

448,534 

30.1% 
30.1% 
30.1% 
30 1% 
30.1% 
30 1% 
30.1% 
30.1% 
30.1% 
30.1% 
30.1% 
30 1% 
30.1% 
30 1% 
30.1% 
30.1% 
30 1% 
30.1% 
30 1% 
30 1% 
30 1% 

(27.450) 
(10.525) 

8,395 
29.877 
13.766 

(3.697) 
2,591 
2.918 

1.414 
9.773 
5,022 

29 
465 

135.009 

3,284 
22,695 
11.662 

96 
1.546 

397.823 
0 

50.710 

67 
1,081 

313,525 

3,825,791 
27,488 

38 
45.316 
31,463 
25,306 

125,372 

3,124 
21.263 
23.457 

1.182 
137.1 79 
107,473 

(1,693,407) 

0 
(5.594) 

2,132,384 
21.894 

38 
15,012 
27,184 

3,709 
194,028 

641,847 
6.590 

11 
4,519 
8,182 
1,117 

58.402 

1,490,536 
15,304 

27 
10,493 
19,001 
2,593 

135,625 

(30,304) 
(4.279) 

(21,597) 
68.655 

3,124 
793 

23,457 
1,182 

49.465 
107,473 

30.1% 
30.1% 
30.1 % 

940 
239 

7.061 
356 

14,889 
32,349 

2.184 
554 

16,397 
826 

34.576 
75.123 

(20,469) 

30 1% 
30.1% 
30.1% 

(87,714) 

$ 6.870.429 $ (1,867,006) 3 5,003,423 I 1,506,030 $ 3.497.393 

Company As Filed 5,003,423 

RUCO Ad)ustment - (Increase) I Decrease in Accumulated Depreciation $ 1,506,030 

References 
Column [A) Per Company Schedule 8-2, page 3 on Line 37 - Actual End of Test Year Booked Accumulated Depreciation Balances 
Column [E]' Per Company Schedule 5 2 ,  page 3 on Line 42 - Increase I (Decrease) in Accumulated Depreciation 
Column [C] Per Company Schedule 5 2 ,  page 3 on Line 37 - Adjusted End of Test Year Accumulated Depreciation Balances 
Column ID]. Per RUCO Wltness Thomas Fish Testimony 
Column [E] Column IC] X [DJ with the Exception of Nun-Depreuable Accounts 351, 352, and 353 
Column [Q Column [C] - [E] - RUCO Recommended Accumulated Depreciation Balances 



Far West Water 8 Sewer, Inc 
Docket No WS-03478A-12-0307 
Test Year Ended December 31, 201 1 

OPERATING INCOME ADJUSTMENT NO. 1 
TEST YEAR DEPRECIATION EXPENSE 

(A) 
NARUC RUCO 

LINE ACCOUNT TOTAL 
NO. NO ACCOUNT NAME DEPRECIABLE PLANT 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

a 

33 

34 

35 
36 

37 

351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
37 1 
374 
375 
380 
38 1 
382 
389 
390 

390 1 
391 
392 
393 
394 
395 
396 
397 
398 

Organizatton Cost 
Franchise Cost 
Land and Land Rights 
Structures & Improvements 
Power Generating Equipment 
Collection Sewers - Force 
Collection Sewers - Gravity 
Speual Collecting Structures 
Sevtces to Customers 
Flow Measunng Devices 
Flow Measunng Installations 
Reuse Services 
Reuse Meters and Meter lnstallabons 
Receiving Wells 
Pumping Equipment 
Reuse Distnbution Reserviors 
Reuse Transmission and Dist Sys 
Treatment and Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant and Misc Equipment 
Office Furniture 8 Equipment 
Computers 8 Software 
Transportation Equipment 
Stores Equipment 
Tools Shop 8 Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
OtherTangible Plant 

TEST YEAR GROSS PLANT AND DEPRECIATION EXPENSE 

Less: 
AMORTIZATION OF CONTRIBUTIONS IN AID OF CONSTRUCTION (CIAC) 

RUCO TOTAL DEPRECIATION EXPENSE 

Company As Filed 
Difference 

RUCO Adjustment (See TJC-6 Column (C) Line 34) 

$ 
3.076 

1,413,437 
1,731,760 

48,226 
2,450.1 17 
6,103,318 

121.361 
22,695 
11,662 

1,615 
64.856 

1,046,197 

13.71 2.609 
511.649 

1,577 
275,505 
177,946 

7.938 
189,995 

18,921 
12.175 

126,985 
12,016 
95.309 

166.941 

$ 28,327,887 

(1,207,071) 

Wastewater Division 
Surrebultal Schedule TJC-9 
Page 1 of 1 

(6) (C) 
COMPANY TEST YEAR 
PROPOSED DEPRECIATION 
DEP. RATES 

0 00% 
0 00% 
0.00% 

EXPENSE 

3 33% 
5 00% 
2 00% 
2 00% 
2 00% 
2 00% 
10 00% 
10 00% 
2 00% 
8 33% 
3 33% 
12 50% 
2 50% 
2 50% 
5 00% 
5 00% 
3 33% 
6 67% 
6 67% 
20 00% 
20 00% 
4 00% 
5 00% 
10 00% 
5 00% 
10 00% 
10 00% 
10 00% 

4 9648% 

57.668 
2,411 

49.002 
122,066 

2,427 
2,270 
1,166 

135 
2,160 

130,775 

685,630 
25.582 

53 
18.376 
11.869 

1,588 
37,999 

946 

6,349 
1,202 
9,531 

16,694 

5 1,185,899 

(59,928) 

5 1,125.970 

1,497,193 
$ (371,222) 

-(f 3 1.222 
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